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Forty-four pears ago the International 
Accountants Society was incorporated as 
a school of accounting. 

We are proud of our reputation for up-to-date 
instruction twhich has kept pace with the 
changing times through all these pears. 


To our many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, we extend sincere appreciation. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


A Conetpondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 











IBM EQUIPMENT 





The Automatic Accounting Method 
FOR ALL BUSINESSES 


IBM Electric Punched Card Account- 
ing Machines enable many business 
organizations toreducetheiraccount- 
ing tasks to a minimum. These ma- 
chines also lessen the possibility of 
error encountered in copying or 
transcribing statistical data, and save 
valuable time in compiling pertinent 
facts. 

Through the use of IBM punched 
cards, business firms obtain detailed 
Inventory Reports, Cost Analyses, 
and Payroll Reports automatically, 














quickly and accurately. Information 
on Sales and Costs Records, as well 
as on Income Tax Figures, can also 
be supplied promptly and efficiently. 
An IBM installation, either in your 
office or in an IBM Service Bureau, 
can handle practically any type of 
business accounting problem. These 
IBM Service Bureaus, equipped with 
all necessary Electric Punched Card 
Accounting Machines and manned by 
skilled personnel, are conveniently 
located in principal cities. 


ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 
ELECTRIC TYPEWRITERS - 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


++ PROOF MACHINES +: 


International Business Machines Corporation, World Headquarters Puilding, 590 Madison Avenue, New York 22, N. Y. 
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Burroughs 





THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 





Thea new symbol, identifies the world’s best-known line of 


business machines. It is introduced as Burroughs’ long-zange, 
far-reaching program of research and product development 
reaches full postwar tempo. Expect the finest in machines, 


in counsel and in service wherever you see this symbol. 


Burroughs 


ADDING, CALCULATING, ACCOUNTING, BILLING, STATISTICAL AND CASH REGIS- 
TERING MACHINES, NATIONWIDE MAINTENANCE SERVICE, MACHINE SUPPLIES 
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MADE 
FOR PROTECTION 


l often takes more than a 
practiced eye to catch errors in accounting doc- 
uments and records. Maybe a fraudulent change 
has been made on a shipping order. Or a figure 
innocently altered on a cash record . . . without a 
trace of erasure. Many Internal Auditors — faced 
with the problem of finding ways to discover such 
errors — are realizing the need for further safe- 
guards to supplement their accounting systems. 
May we suggest the use of LA MONTE SAFETY 
PAPER ... as one very helpful physical protection 
... for any forms where alterations, fraudulent or 
otherwise, may occur. Vouchers, requisition forms, 
receiving authorizations, warehouse records and 
other accounting documents and records printed 
on LA MONTE SAFETY PAPER go to final audit 
as they were originally written. Any erasures are 
immediately noticeable! 


GEORGE LA MONTE & SON 
NUTLEY, NEW JERSEY 
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AUDITORIALLY SPEAKING 


Mr. Prior Sinclair, President 

The New York State Society of Certified Public Accountants 
15 East 41st Street 

New York 17, N. Y. 


Dear Mr. Sinclair: 


N this occasion of the Fiftieth to the success of American busi- 
Anniversary of the New ness enterprise. Internal auditors 
York State Society of Certified are, moreover, especially familiar 
Public Accountants, I am indeed with the contribution made to the 
happy as the President of THe individual companies where the 
INstTITUTE OF INTERNAL AupI- Certified Public Acountant and 
' . . 
Tors to send you the greetings of the Internal Auditor have so 
our organization. many important common inter- 
, ests. This mutuality of interest 
We, in Tue Instirute or IN-_ i . 
is notably evidenced by the fact 
TERNAL AvupiTors, are deeply ‘ 155i ; 
, that many practicing members of 
conscious of the remarkable pro- ; 
fessional growth of the Certified 


Public Accountants and of the 


your profession have joined with 
Tue Instirute or INTERNAL 


, “a . AUDITORS as associate members. 
important contribution the Certi- 


fied Public Accountants has made We, in Tue Institute or In- 


Or 
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Jackie misses only one peanut out 
ot five...Fido feeds on the errors... 
and nobody loses. But peanut producers, 
unlike consumers, can’t aflord errors or 
lost time in accounting for goobers. 

The Tom Huston Peanut Company 
of Columbus, Ga., maker of Tom’s 
Toasted Peanuts, uses McBee Keysort 
for early morning reports on yesterday’s 


production and payroll facts. Results: 





295 Madison Ave., 


* Two Ways to Tally 


lon s Toasted Peanuts 


Production knows what to make and 
when to make it; Sales knows what to 
sell and what will ship; Payroll knows 


And 
it’s going 


whom to pay and how much. 
management knows where 


because it knows where it’s been. 


McBee methods speed and simplify 
every business routine . . . by supplying 


facts faster, in more usable form. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
New York 17, N.Y... 


Offices in principal cities 
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TERNAL AuptiTors, would also like 
to express our special compli- 
ments to the New York State So- 
ciety of Certified Public Account- 
ants as a society which has in the 
great State of New York pio- 
neered for the profession in devel- 
oping standards of practice and 
enlightened concepts of the role 
and function of the Certified Pub 


lic Accountant. The occasion of 


Very 


Tue INSTITUTE 01 


its Fiftieth Anniversary should 
indeed be a proud and happy one 


for the Society. 


Tue INstiruTe or INTERNAL 
Auptirors pledges you its coopera- 
tion in carrying on the further ef 
forts for professional service for 
which the New York State Soci- 
ety of Certified Public Account 


ants so eminently stands. 


truly yours, 


INTERNAL AUDITORS 


March 1, 1947 By Arxtruur E. Harp, President 


INTERNAL AUDITING — A POST-WAR REAPPRAISAL 


Comprised of addresses and papers delivered at the Fifth Annual 


Conference of Tue InstTIrTuTreE. 


Copies have been mailed to the membership and should now be 
in hand. 


Additional copies bound in cloth to conform to other INstrruTE 
publications are available at $2.50 per copy. Order through the office 
of Tue Instirure, 120 Liberty Street, New York 6, N. Y. 








NATIONAL ORGANIZATION NOTES 





By BRADFORD CADMUS, Managing Director 


NATIONAL OFFICE AND 
PERSONNEL 


N introducing the section cov- 

ering the National staff organ- 
ization, it may be of interest to 
tell something of our National 
Office at 120 Liberty Street, as 
many members have no oppor- 
tunity to see it. We are located 
in a small office building in down- 
town New York, one block from 
the Hudson Terminal Buildings. 
The office itself is a single large 
room which is entirely adequate 
for our present needs. 


The staff of the office consists of 
three, Miss Patricia Miles, Mrs. 
Eva Ball and your Managing Di- 
rector. Miss Miles has been with 
our organization about nine 
months, having come in just prior 
to the Fifth Annual Conference, 
and Mrs. Ball came in May of the 
current year. Between them, the 
various detail operations and rec- 
ords are kept in order and up to 
date. 


To facilitate our work, we have 
recently acquired equipment 
which it is believed will be ade- 
quate for our needs over the next 
few years. We have addresso- 
graph equipment with plates cov- 


ering our membership and sub- 
scribers, and a mimeograph in 
addition to the customary office 
furniture and furnishings. 


CURRENT ACTIVITIES 


One of the pleasant and satis- 
fying duties of your Managing 
Director is that of keeping in 
touch with the various Chapters 
and their activities. Pursuantly, 
since the first of the year, he has 
attended Chapter meetings in 
Cleveland, Detroit, Montreal, 
New York, Philadelphia and Tor- 
onto. At the time of many of 
these visits, we had opportunity to 
meet with local Chapter officers 
and governors — to hear of their 
problems and their suggestions 
and to tell them something of our 
plans for the National Office. The 
impressions and constructive help 
gained in these visits goes far in 
the shaping of our activities and 
in the development of projects 
which will be of maximum bene- 
fit to Tae INstiruTe. 


We had a most profitable visit 
with Gordon Crowder in Chicago, 
going over the excellent and 
aggressive work that he is doing 
in membership and chapter form- 
ation. Gordon and Roy Haas ar- 
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ranged luncheon and dinner meet- 
ings with Chicago Chapter officers 
and governors. 


TWIN CITIES CHAPTER 


With R. J. Harrigan as organ 
and the able 
assistance of Gordon Crowder and 
the 
became a 


ization chairman, 


Elmer Larson, Twin Cities 
reality on 


Wednesday evening, March 12th, 


Chapter 


with 15 members attending the 
organization meeting. Our con 
gratulations go to all who con 
tributed time and effort to getting 
past the big initial hurdle of chap 


ter organization. 


OUR PLANS 


Before the summer season, we 
hope to visit several more Chap 
ters and to begin work on a few 
projects to improve the routine 
operation of our affairs and to 
promote the financial welfare of 
Tue Instirute. We expect the 
tangible results of this work to 


become evident in future months. 

Tue Instirute office is main- 
facilitate the work of 
Tue Instirute and to be of ser 


tained to 
vice to our membership. Please 
do not hesitate to call upon us at 
any time—for you can be as 
sured that we will do our utmost 


to be of help. 


NOTE FROM A. J. E. CHILD 


On Wednesday, April 16th, Art 
Child spoke to the combined St. 
Catherines, Welland, and Niagara 
Falls 


Canadian 


(Canada) chapters of the 
Society of Cost Ac 
counts, on Internal Auditing. On 
March 6th he took over the regu 
lar morning lecture on auditing of 
third fourth 
year students in Commerce 


the combined and 
and 
Finance at the University of Tor 
onto. This course is largely con 
cerned with public auditing, but 
at the invitation of the professors, 
Art told the students of the new 
importance and scope of internal 


auditing. 





| anaes the last several 
months your President has 
been in Washington on a special 


The job 


has been to assist the responsible 


industry assignment. 
Congressional Committee in pass- 
ing upon the budgetary needs of 
the various governmental depart- 
ments. Needless to say the as- 
signment has been and continues 
to be at the time of this writing a 
very busy one. It has, however, 
also been a most interesting ex- 


perience. 


It is at a time like this when a 


President of any organization 
feels the presence or lack of a 
strong and efficient organization. 
Fortunately the former situation 
has been the case with Tue IN- 
STITUTE OF INTERNAL AUDITORS. 
Under the capable direction of 
Vic Brink, our First Vice Presi- 
dent, and of our new Managing 
Director, the loyal support and 
assistance of my other fellow 
officers, and the continued good 
work of all of the committees, the 
program of Tue Instirute has 


moved forward in a strong and 


aggressive fashion. 





THE PRESIDENT’S PAGE 





The 


Minneapolis—St. Paul Chapter is 


formation of our 


new 


one of the developments which I 
am sure is a special source of sat- 
that 
the work of Gordon 


isfaction to all of us. In 
connection 
Crowder and his Membership and 
Chapter Formation Committee de- 
serve a special vote of thanks from 


the entire membership. 


On another page the important 
work of the Research Committee 
is also described in more detail. 
This too indicates that real prog- 
ress is being made and which 


merits our best commendation. 


Another important event in the 
last several months was the re- 
gional conference held at Chicago 
in March. This conference which 
was attended by representatives 
of seven Chapters marked the be- 
ginning of what I believe will be 
a continuing part of the important 
work of Tue Instirute. Leroy 
Haas is to be complimented on 
providing the leadership for this 


pioneer type of meeting. 


A final phase of our program to 


which I should also like to draw 


The President’s Page i1 


special attention is that of our 
Sixth Annual Conference which is 
to be held in Detroit on October 
While 


much of the burden in the way 


thirteenth and fourteenth. 


of arrangements for this Confer- 
ence will fall on members of the 
Detroit Chapter, there will also 
be many calls upon other mem- 
bers for the preparation of the 


papers which will insure the qual- 


will respond to the various calls 
which may be made upon him. 
I hope also that every member 
will start to make his plans to at- 
tend the Conference so that the 
soundness of the newly adopted 
plan of holding annual confer- 
the 


demonstrated. 


ences in various parts of 


country will be 
Let us bend every effort to give 


real meaning to the words “See 


ity of the technical program. I 
that 


you in Detroit on October 13 and 


am certain every member 14, 1947.” 


WHAT OUR READERS THINK 


I would like you to consider the idea of preparing an index of all 
the articles printed in all editions of The Internal Auditor since its 
inception. I retain all copies of The Internal Auditor and make fre- 
quent reference to some of the articles and find that considerable time 
is required to locate the desired subject matter. I doubt if it would be 
necessary to prepare these indexes more frequently than annually. 


— CuHar.es J. GHESQUIERE 


(The index has been prepared and will be found on pages 35, 56, 
37, and 38.—Eb. 


It has come to our attention that some of our membership are 
not aware that the Editorial Committee welcomes special articles writ 
ten by them or others for publication in The Internal Auditor. The 
impression seems to be that unless a paper is delivered at a Chapter 
meeting it cannot be considered for publication. 


We hope that this impression is hereby corrected, since papers, 
whatever the source or circumstances, will be gladly received by the 
Editorial Committee and close attention will be given them with a 
view to publication in the Quarterly.—Ep. 








PREVIEW OF THE 
SIXTH ANNUAL CONFERENCE 


rn. Cuartes J. Guesquiere, General Chairman of the Sixth An- 
nual Conference, reports: 

1. The Conference will be held in Detroit on October 13 and 14. 

2. All programs affecting the general membership will be in 
cluded in these two days. 

4. The Conference Headquarters will be at the Hotel Statler. 

4. The Conference theme will be: “INCREASING THE UsEFULNEsS 
or INTERNAL AUDITING TO MANAGEMENT.” 


The program, as presently outlined, is: 


MONDAY—October 13 





FORENOON—BUSINESS MEETING 
Registration, exhibits, annual business meeting, with reports from 
Officers and Committees and the election of Officers and Directors 
for the 1947-1948 INstiruTE year. 


NOON—LUNCHEON 


Get-acquainted luncheon for all members and guests. 


AFTERNOON—FIRST TECHNICAL SESSION 

Recent DeveLopmMents IN INTERNAL AupITING THEORY AND 
Practice — (Three papers) 

(a) Functions and Responsibilities of the Internal Auditor; 

(b) Types of Internal Auditing—Past, Present and Future; and 
(c) Current Trends in Internal Audit Programs. 


EVENING—RECEPTION AND ANNUAL DINNER 


The reception and cocktail party, which has previously been held 
on Sunday afternoon preceding the general Conference activities, 
will be held prior to the Annual Dinner. The ladies are invited 
to this function, where, as in the past, you may anticipate a pleas- 
ant time and an opportunity for meeting other members on an 
informal and personal basis. 
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The Annual Dinner will follow the cocktail party. Members and 
guests will be addressed by an outstanding speaker on a topic of 
current interest. We plan to arrange further entertainment dur 
ing the evening. 


TUESDAY—October 14 
FORENOON—SECOND TECHNICAL SESSION 


REAPPRAISAL OF THE SysTEM OF INTERNAL ContTrot—(Three 
papers ) 

(a) Acquisition of Goods and Services; 

(b) The Storage, Care and Control of Company Assets; and 


(c) Sales and Other Disposition of Company Assets. 


NOON—LUNCHEON 
The luncheon session will be addressed by one or more speakers 
on topics of interest to Internal Auditors. 


AFTERNOON—THIRD TECHNICAL SESSION 

MANAGEMENT Service—(Three papers) 

(a) Cost Accounting and its Relation to the Internal Auditor; 

(b) Budgeting Control and its Relation to the Internal Auditor; 
and 


(c) Case Studies of Special Management Services. 


GENERAL INFORMATION 


The Conference Committee guarantees that ample hotel accom 
modations have been reserved for all out-of-town members and 
guests. Arrangements are being made for the entertainment of 
members and guests during their stay in Detroit. 


Interesting and informative exhibits will be shown by prominent 
manufacturers of office equipment and business systems in con 
veniently located display space adjacent to the conference rooms. 
Among the companies so far represented are: Burroughs Adding 
Machine Company; Friden Calculating Machine Company; The 
National Cash Register Company; and Remington Rand, Incor 
porated. 
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SPECIAL MEETINGS 


A whole day, Sunday, October 12, will be devoted to the Chapter 
Activities and Directors’ meetings. This will give sufficient time 
for Directors and Chapter representatives to review past accom- 
plishments and discuss future plans for the growth of the work 
and membership of Tue INstiTuTe. 


CONFERENCE COMMITTEES 


PRoGRAM 
EARLE H. CUNNINGHAM, Chairman 
VICTOR Z. BRINK 
ARTHUR J. E. CHILD 


Horet ARRANGEMENTS 


HARRIS R. SYMES, Chairman 


Horet Reservations 
JAMES M. CLELAND, Chairman 


RECEPTION 


BYERS BURLINGAME, Chairman 


REGISTRATION 


HARRY G. BOWLES, Chairman 


PuBLiciry 
GEORGE W. HYATT. Chairman 


EXHIBITS 


FRANK J. COYKENDALL. Chairman 
Bupcet AND FINANCE 


CHARLES E. HAMILTON, Chairman 


A chairman from each Chapter will be appointed to assist mem. 
bers in making necessary arrangements to attend. 


RESEARCH COMMITTEE ACTIVITIES 


By VICTOR Z. BRINK 


Ist Vice President and Chairman of the Research Committee 


N THE December issue, you wil! recall, the preliminary report of 

the Research Committee outlined the general plans of the com- 
mittee in the way of research activities. Since that time the committee 
has not been idle. 


During January a special sub-committee under the leadership of 
John B. Thurston (a newly appointed member of the Research Com- 
mittee), which also included Ernie Dent, Bill Garbade, Max Kenyon, 
and Wilbert Walker, worked on a preliminary draft of a statement 
outlining the functions and responsibilities of the internal auditor. 
During February the sub-committee’s report was studied by the Re- 
search Committee, and early in March a draft of the statement was 
transmitted to all Chapter Presidents and to all committee and sub- 
committee members as a basis for discussion, criticism and’ comment. 
The comments were requested on or about April 30th and the Research 
Committee is planning to study these comments with a view to pre- 
senting its final recommendation to the Board of Directors at its June 
or July meeting. The final presentation should therefore be ready for 
the October Conference at Detroit. 


The Committee’s second project is the preparation of a volume 
which in its various chapters will outline the special internal auditing 
problems arising in the different major industries. Alan Lauckner 
has accepted the chairmanship of a special sub-committee to work on 
this project and, during recent months, Alan has been actively lining 
up the members of his sub-committee who will in turn form sub-sub 
committees to take over the responsibility for the individual Chapters. 
Here indeed is a project which has real promise in the way of a con 
structive contribution to the work of Tue INnstrrure, and it is hoped 
that it can be brought to completion by the time of the Annual Con 
ference in 1948. 

I should like also to take the opportunity to repeat again the invi 
tation to all members, which was included in the preliminary report, 
to write us your views and suggestions as to the research program. We 


need and want your help. 
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THE INSTITUTE’S MEMBERSHIP CHART 


By GORDON G. CROWDER, Chairman 
MEMBERSHIP AND CHAPTER FORMATION COMMITTEE 


W* must pass the torch of experience! Recently at a Round Table 
meeting in Chicago, there was a discussion about the advisabil- 
ity of starting a Chapter in a city where a majority of the charter mem- 
bers would be of one major industry. Mr. Earle Cunningham, Presi 
dent of the Detroit Chapter and General Auditor of General Motors 
Company, remarked, “It is their duty to go ahead and lead the way.” 


In the first five years to September 30, 1946, the growth of our 
INstITUTE was phenomenal —- 1,018 members with fifteen Chapters 
for an average of three Chapters and 203 members per year. 


? It is not easy to summarize 


What were the contributing factors: 
precisely — but dynamic leadership — a good cause — need for broad 
er horizons of auditing in large corporations — character of members 

fine Chapter programs focused on modern internal auditing and re- 
lated subjects — educational and research programs, and the earnest 
search for the composite of the ideal internal auditor, have all been 
important factors. 


Our conservative membership policy with careful screening has 
segregated about the finest business group produced in many years. 
They have developed a new conception of internal auditing — the 
managerial, instead of the clerical or policing type. Top managements 
not experienced in its use are becoming informed and installing this 
type of internal audit sections. 


PRESENT MEMBERSHIP AND 
CHAPTER FORMATION POLICY 


To maintain the high professional value of our membership certifi 
cate, new members are being secured almost entirely by invitation. 
Three simple Chapter membership plans are in use — (1) a junior 
program, where each member finds it advantageous to get his assistant 
or promising junior to join and spend one evening a month at a Chapter 
meeting to increase the desire to continue their training program by 
actual contact with top men; (2) a diversification program, where each 
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member is to encourage the qualified auditors of his best suppliers and 
customers to join and attend Chapter meetings, thereby helping them- 
selves and their firms; and (3) a cooperative program where internal 
auditors invite their accounting firms to place a representative in their 
Chapters. 


Tue Institute has decided to form a Chapter in all suitable cities 
of 100,000 population. These eighty cities are not confined to the 
United States, but extend into Canada, England, Cuba, Colombia, Ven 
ezuela and the Philippines. In working out this program, each estab 
lished Chapter sponsors a new Chapter each year until the entire pro 
gram is completed. The members of our National Membership Com- 
mittee were selected on a regional basis to supervise this program in 
their area. In the prospective Chapter cities, a temporary chairman is 
selected by the charter members at an informal meeting, then they 
select other qualified auditors to make the minimum of ten regular 
members. They then follow a Chapter formation manual recently pre 
pared by our President, Arthur Hald. The National Chapter Activities 
committee assists with Chapter program layouts. 


MID-YEAR ACCOMPLISHMENTS 


At the end of six months this fiscal year Tue INstirure has added 
200 members for a total of over 1,200, and one new Chapter at Minne 
apolis-St. Paul, which will be known as the “Twin Cities” Chapter. 
These new members from the giant milling, grain and paper industries 
win our March award, and the 16th Chapter is welcomed into Tu 
InstiruTEe family. 


Tulsa, Milwaukee, Louisville, Rochester, Havana, Cuba and 
Washington, D. C. will complete new Chapter status this year. 


Other cities, where definite progress is being made, are Portland, 
Seattle, Kansas City, Akron, Cincinnati and London, England. 


By establishing a definite program of forming Chapters in all cities 
of 100,000 population, Tue INstirute will provide balanced Chapter 
facilities around the entire business world, and thus plant the torch of 
experience for modern managerial internal auditing. 











CHAPTER NEWS 


CHICAGO CHAPTER 


By W. T. Horsrerrer, Secretary 


ESSRS. D. Hutchison and 

W. H. Roberts, Certified 
Public Accountants and tax ex- 
perts affiliated with Murphy, Lan 
ier & Quinn, addressed the Chap- 
ter at the February meeting. The 
speakers treated various phases of 
the Revenue Act of 1946 and the 
applicability thereof in specific 
cases. Both speakers gave very 
interesting talks which were heard 
by seventy-two members and 
guests in attendance. 

Our meeting held on March 
18th was a one-day get-together 
and consisted of afternoon 
evening sessions. 


and 
The afternoon 
session was devoted to discussion 
of problems common to all Chap- 
ters, and it was the consensus that 
much benefit was derived there- 
from. The Chapter is deeply 
grateful to those visiting officers, 
governors and chairmen of com- 
mittees of Tue Instirute who, 
by their attendance, made for such 
a successful meeting. These vis- 
itors were Messrs. D. H. Johnson, 
President, Cleveland Chapter ; 
Earle H. Cunningham, President, 
Detroit Chapter; C. E. Hegman, 
I. R. Hansen, W. J. Holub, Min- 


neapolis Chapter; J. E. Glass, 


New York Chapter; H. H. War- 
then, Past President, Philadelphia 
Chapter; A. L. Hutchison, Pitts 
burgh Chapter; and H. R. Symes, 
2nd Vice President, and A. L. 
Simpson, C h airman Industries 
Committee, both representing the 
National Association. Eleven 
officers and governors of Chicago 
Chapter also attended the meet- 
ing. 

The speakers and their subjects 
at the H. R. 


session included: 


Symes—‘“Function and Progress 
of the Chapter Activities Com 
mittee;” G. G. Crowder—*Prog- 


ress made by the Membership and 
Chapter Formation Committee 
and the future prospects for form 
ing new Chapters;” A. L. 
son—*‘Activities of the Industries 
Committee;” and W. L. Alstrin 

“Summarization of programs pre 


Simp 


sented at Chicago Chapter meet 
ings and planned programs for 
future meetings.” 

The evening session at 
tended by a total of ninety-three 
members and guests. Mr. Earle 
H. Cunningham, who needs no 
introduction to the members of 
Tue INnstrrute, spoke on the sub 
ject “Are You Keeping Pace With 
Your Profession?” 


was 


In the presen- 
tation of the paper, Mr. Cunning- 
ham again made a very valuable 





Chapter 


to the field of in- 
ternal auditing. Our many 
thanks to him for his participa- 
tion in our meeting; a courtesy 
which we hope to repay in kind 
at some future time. 


contribution 


Our speaker at the April meet- 
ing was Mr. Eric L. Kohler, Eric 
L. Kohler Company, Consulting 
Accountants, whose subject was 
“The Control Functions of Exter- 
nal and Internal Auditors.” In 
the consideration of control func- 
tions, Mr. Kohler’s remarks were 
centered around six focal points 
of procedure all of which were 
The talk 


definitely proved to be very inter- 


thoroughly discussed. 


esting. 

Election of officers for the en- 
suing Chapter year will take place 
at the May meeting, followed by 
a talk to be given by E. W. Bur 
bett, Vice President, A. B. Dick 
Company, and Past President of 
the Institute. Mr. 
Burbett’s subject will be “What 
Management Expects of the In- 


Controllers 


ternal Auditor.” 


Our June meeting will consist of 
our usual annual golf outing, thus 
concluding a very successful year 
We 


to take this opportunity of extend- 


for Chicago Chapter. wish 
ing our thanks to those members 
who through their generous sup- 
port made this a really banner 
year for the Chapter. 
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CLEVELAND CHAPTER 
By W. M. Nock, Chairman 


Chapter Editorial Committee 


The April meeting consisted of 
a panel discussion of the state 
ment of the Research Committee 
on “The Functions and Duties of 
the Internal Auditor.” 


The election of officers will take 
Also, 
a brief talk on the work of the 
“Industries Committee” 
given by Mr. A. L. 
Chrysler Corporation. 


place at the May meeting. 


will be 
Simpson of 
Mr. Simp 
son is Chairman of the National 
Industries Committee. 

No meetings are scheduled for 
June, July and August, 1947. 


DETROIT CHAPTER 


By James Avexis, Chairman 


Publicity Committee 


Mr. Hicks, Vice 
President of the Michigan Insur 


George W. 


ance Agency, addressed the regu 
lar meeting January 28th, 1947 
on the subject—‘‘Some Insurance 
Angles of Special Interest to the 
Internal Auditor.” He 
blanket position bond, compensa 


covered 


tion insurance, liability and fire 
insurance (both on buildings and 
on stock and equipment). Some 
very interesting points were 
brought out in the address and in 


the discussion period following. 
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The regular meeting of Feb- 
ruary 25th, 1947 was addressed 
by Mr. Ferry B. Allen, Assistant 
Comptroller of the Michigan Bell 
Telephone Company, on the sub- 
ject, “Corporation Debt and Cred- 
it.” Mr. Allen’s talk was illus 
trated dealt 
with the financing of large manu- 


with slide-film and 
facturing companies, utilities and 
The relation of earn- 
ings to worth of securities and the 


railroads. 


ability of the company to borrow, 
in the sense of issuing stock or 
bonds, was covered very exten- 


sively. The usual interesting dis- 
cussion period followed. 

The regular meeting of March 
25th, was addressed by Mr. T. 
W. Kimmerly, Assistant Comp- 
troller of the Burroughs Adding 
Machine Company and a charter 
member of the Detroit Chapter, 
on the subject, “Marketing—Ac- 
counts and Control.” Mr. Kim 
merly stressed the part that ac- 
countants and internal auditors 
would have in furnishing man- 
igement the right kind of infor- 
mation now that competition and 
the “buyer’s market” again are 
Mr. 
Kimmerly’s talk provoked a lively 


factors to be considered. 


and interesting discussion period. 


We hear more and more about 
the Annual Conference. 
SEE 


YOU IN DETROIT IN 


OCTOBER. 





LOS ANGELES CHAPTER 


By A. A. Rortson, 
Chapter Secretary 


At the February meeting, Mr. 
M. J. Boedeker, Resident Manager 
of Lybrand, Ross Bros. and Mont- 
gomery, and an Associate Mem- 
ber of the Chapter, delivered a 
highly instructive lecture on the 
subject of “The Internal Auditor 
and the Cost System.” 
thoritative 


His au- 
comments on many 
common problems provoked con- 
siderable discussion. 

In March we had the pleasure 
of listening to Mr. Arthur H. 
Kent, Auditor of the 
Standard Oil Company and Direc 


General 


tor of Tue Instirutre or INTER 


NAL Auprirors, Inc. This was 
Mr. Kent’s second visit to our 
Chapter. Readers of the Internal 


Auditor Quarterly have had an 
opportunity to read his paper on 
“The Selection and Development 
of an Internal Auditing Staff,” 
the subject of his previous lecture. 
In March his subject was “Audits 
of Operations.” His comprehen 
sive analysis of the objectives and 
methods of an audit of operations, 
delivered in the expert Kent man 
ner, made a lasting impression on 
those fortunate enough to attend. 

Mr. Franklin N. McClelland, 
Principal of Haskin & Sells Los 
Angeles office, paid us a return 
His 
subject was “Report Writing;” 


visit at the April meeting. 
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one that he is thoroughly quali- 
fied to discuss. He pointed out 
some of the common errors made 
in report writing and made many 
helpful suggestions for the im- 
provement of audit reports. 


MIAMI CHAPTER 


By James D. TRAHEY, 


Chairman. Activities Committee 


The Chapter has continued its 


series of informative discussions 


at the last three meetings. 


The University of Miami’s of- 
ficials are very appreciative of the 
Miami Chapter’s efforts in de 
veloping the course in internal 
auditing at that Institution; and, 
at the last meeting, Dr. Tharpe, 
Dean of the 
University, gave a very interest- 


Administration at 


ing summary of the development 
of the University. 


After about 21 years of strug 
gle, but with constant progress, 
the University of Miami has been 
firmly established in the educa 
tional, cultural and business de- 


velopment of Greater Miami. 


Dr. Tharpe pointed to growth 
of the University by referring to 
the 1,700 regularly enrolled stud- 
ents of two years ago as 
pared with 5,800 at the present 
Of these, about 5,000 are 
the Miami 


and 8 foreign countries are rep- 


com- 


time. 


from area; 45 states 


resented in the balance of the 
students. 
The educational staff is now 


one of the best in the country 
and is being constantly strength 
ened by attracting instructors of 
many successful 


years teaching 


and research experience. 

The relationship of the Uni 
versity to Miami’s business activ 
ity was referred to by showing 
that the budget for the 
coming year calls for expendi 
tures of $2,000,000. for 
and expenses alone. Money veloc 


ity will at least equal $5,000,000., 


S( hool 


salaries 


not considering student expendi 
tures for entertainment, clothing 
and other incidentals. 


An project for in 


creasing dormitory, classroom and 


extensive 


sport facilities is to be started at 
an early date, this to include the 
most modern types of dormitory 


and classroom buildings. 


Dr. Tharpe concluded his re 
marks by expressing his appreci 
ation to the Miami Chapter for 
the assistance rendered in devel 
oping the course in internal audit 
ing at the University. It was in 
teresting to learn that several in 
quiries relative to the course had 
been received from various col 
eges in the country, as well as 
from Great Britain, Sweden, Aus 


tralia and New Zealand. 








MONTREAL CHAPTER 
By K. W. Arkinson, 
Chairman, Program Committee 

At our February meeting we 
held an Open Forum with Mr. 
W. F. Quayle presiding. Various 
subjects ranging from “Reconcil- 
iation of Bank Accounts by the 
Internal Auditor” and “Co-ordin- 
ation of the Activities of the 
Methods Department and the In- 
ternal Audit Department” to 
“Composition of the Internal 
Audit Staff’ and “Duties of the 
Internal Audit Department in a 
Company which has no Industrial 
Relations Department” were in- 
cluded on the Agenda. 

Subjects were introduced by 
Messrs. R. Uden, R. A. Taylor, F. 
A. Rutherford, J. P. Dick, F. A. 
Cooper, K. W. Atkinson, G. W. 
McRoberts and S. W. White, who 
were each given three minutes in 
which to present their topic. Gen- 
eral discussion followed, and the 
interest of the members was such 
that Mr. Quayle had difficulty in 
limiting each subject to its allotted 
time. 

In March we celebrated our 
second anniversary with a Birth- 
day Cake which was sent to the 
Hospital for Crippled Children 
after the meeting. Our Guest 
Speaker, Mr. F. E. H. Gates, Pres- 
ident of the Institute of Chartered 
Accountants of Quebec, gave a 
very fine paper on “Relations be- 
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tween Shareholders’ Auditors and 
Internal Auditors.” Guests in- 
cluded Mr. N. S. Verity—Cost 
and Management Institute, Mr. 
D. R. Patton—McGill University 
and Mr. J. C. Hodges—National 
Office 

We were very pleased to have 
at this meeting Mr. Bradford Cad- 
mus who gave us an outline of 
the objects of our International 
organization. 


Management Association. 


A review of Municipal Ac- 
counting and Auditing was pre- 
sented at our April meeting by 
Mr. J. L. Grondin, Chief Account 
ant of the City of Verdun, and 
the members were very interested 
in the specimen forms which were 
distributed. 


Mr. J. R. Hopper, of Canadian 
Industries Limited, and Mr. J. N. 
Domey, of Dupuis Freres Limited, 
have joined our Chapter, bring 
ing our total membership to 50. 

Plans are now being made for 
our Annual Golf Tournament to 
be held on June 18, 1947. 


NEW YORK CHAPTER 


By D. K. CHarteswortn, 
Chairman 
Chapter Editorial Committee 


The meeting on March 27, 1947 
concluded a series of three inter- 
esting sessions devoted to the dis- 
cussion of audit programs. The 
subject of this meeting was “Audit 
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Procedures for Machine Account- 
ing Systems.” Mr. G. F. Gardner 
of Price, Waterhouse & Co. was 
the discussion leader. The papers 
on this topic were presented by 
Mr. Norman Lewis of American 
Home Products Corp., Mr. Clyde 
W. Compton of Prudential Insur- 
ance Company and Mr. Thomas 
Flynn of Arthur Young & Co. 
The study session for the Jun- 
iors on the Members’ staffs began 
on April 22, 1947. 
of this group is to provide educa- 


The purpose 


tional guidance to Juniors who 
cannot attend colleges or univers- 
ities because their company as- 
signments prevent regular attend- 
ance. 

In April the Members received 
a copy of the new roster of the 
New York Chapter and the first 
issue of the Chapter News Bulle- 
tin. The Bulletin provides a brief 
summary of each meeting for the 
purpose of refreshing the minds of 
the Members and guests who at- 
tended and to give a resu:neé of the 
proceedings for the Members not 
able to be present. The Bulletin 
also contains news of Chapter ac- 
tivities since the previous meeting. 


PHILADELPHIA CHAPTER 
By J. M. Anpxtns, Jr. 
News Reporter 

At our February meeting we 
were addressed by Mr. Gibbons, 
a member of the firm of Heiss, 


Gibbons and Company, unem- 
ployment compensation and social 
security tax consultants. Al 
though Mr. Gibbons’ subject was 
“Payment of Compensation for 
Partial Unemployment,” 
the main 
the background of unemployment 
compensation. This subject is 
very important to all of us, and 
Mr. Gibbons gave us a very clear 
picture of the entire subject, and, 
in addition, 


he also 


covered points in 


answered all ques 
tions from the floor. We also had 
the pleasure of meeting our new 
ly appointed Managing Director, 
Mr. Bradford and 
learned from him his plans for 
the future. 


Cadmus, 


Dr. Adolph Matz prepared a 
very fine paper entitled “Elec 
tronics in Accounting” for pre 
sentation at our March meeting. 
Unfortunately, Dr. Matz was 
taken ill and was unable to pre 
Mr. 
Earl Green, our genial and cap 
able member from Lancaster, Pa., 
delivered Dr. Matz’s paper. 


sent his paper in person. 


At the April meeting our past 
presidents sat as a board of ex 
perts on an “Information Please” 
program. They weathered the 
storm, and although the attend- 
ance was below those 
present voted for a similar pro- 
gram next year. We found that, 
when the Board needed help in 
considering every 
tough question, 


average, 


angle of a 


the members 
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present could supply plenty of 
any 
A program of this kind 
is excellent for exchanging exper- 
ience on specific problems. Mr. 
Glenn T. Bodman of Ponca City, 


additional information on 


subject. 


Oklahoma, paid us a visit and told 
us of his plans for a Tulsa Chap 
We all wish him 


ter. success, 


PITTSBURGH CHAPTER 
By Avrrep L. 


Chairman, Publicity Committee 


HuTcuison, 


The March meeting was of the 
with V. H. Mantz 
We believe this 
type of meeting has been very 


forum type 


discussion leader. 


helpful in promoting greater and 
sustained interest in the affairs of 
the Chapter. This is evidenced 
by attendance and the lively in- 
formal discussions in which a sub 
stantial portion of those present 


freely participate. 
The discussion centered on two 


basic but somewhat unrelated 
topics, (1) the extent to which the 
auditor should be 


internal con- 


cerned in matters not of an ac- 
counting nature and, (2) the rela- 
tive merits of complete versus test 


checking. 


It was the opinion of many that 
the internal auditor, by nature of 
his responsibilities, is trained to be 
particularly alert to all matiers 
pertaining to the welfare of his 


employer. He should not hesitate 


to report any matter which he be- 
lieves could be logically improved. 
However, it was strongly empha- 
sized, that such things should be 
handled tactfully and in a manner 
unquestionably indicative of a sin 
cere desire to be helpful to those 
directly responsible. 


The opinion appeared to be that 
the practice of test checking versus 
complete auditing was dependent 
chiefly upon the nature of work 
or records under examination. It 
is certainly the responsibility of 
the internal auditor to do his work 
in the most economical manner 
consistent with the objective and 


sound judgment. 


It was pointed out that effective 
test checking should recognize the 
basic audit objectives, i.e., detec 
tion of fraudulant practices, and 
carelessness and departure from 
prescribed company policy. These 
objectives require foresight and 
careful pre-audit planning. 

The importance of performing 
the audit work in a manner ac- 
ceptable to the independent audi- 
It was 
agreed that this is a matter of 


tor was also emphasized. 


carefully planned procedure, ex 
ecuted by competent personnel 
and accompanied by definite un- 
derstanding as to working ar- 
rangements. 

The auditing policy 
and requirements of each partic- 
ular company has a decided bear- 


internal 
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ing on many matters frequently 
discussed and variations found in 
practice. This, we believe, is one 
of the most important benefits ob- 
tained from our informal discus- 
sions since it places our members 
in the position of learning about 
the practice of others and offers 
a means for presenting construc- 
tive facts to those who may bring 
about an improvement in par- 
ticular internal audit policies. 


SAGINAW VALLEY 
CHAPTER 


_ By Jown Harry Martin 
Chairman, Editorial Committee 


Meetings of the Saginaw Valley 
Chapter were held on the third 
Tuesday of February, March and 
April at the Home Dairy Grille, 
Flint, Michigan. 

The February meeting was held 
on the 18th, with several guests 
being present. 
ected for the meeting was Riner 
F. Lingelbach, Vice President and 
Trust Officer of the Citizens Com- 
mercial and Savings Bank. His 
subject was “Estate Planning.” 
This subject, being entirely differ- 
ent from 
was very 


The speaker sel- 


any previous discourse, 
enlightening to all the 


members, and, judging from the 
questions asked, we are sure the 
members now have a better un- 


derstanding of the subject. 


The March meeting was held 


on the 18th, and an “Open For- 
um” was held on subject matter 
taken from Victor Brink’s “Func- 
tions and Responsibilities of the 
Internal Auditor.” 

were discussed: “A” 


Two topics 

Company 
which 
was presented by Edward Wylie. 
“B”—Establish the Reliabil- 
ity of Accounting and Statistical 
Data, which was presented by 


Policies and Procedures, 


and 


Robert Armstrong, both members 
of Saginaw Valley Chapter. The 
discussion following the presenta- 
tion of the subjects was very com 
prehensive; and our guests asked 
very pertinent 
the 
These guests were Thomas Kelly 
and George Hyatt, Auditors from 
General Motors Central Office of 
Detroit, E. A. Rohlfing, Comp 
troller of Chevrolet Motor Com 
pany of Bay City, Michigan, and 
Ralph Brandt, of Marvel Carbur 
etor, Flint. 


some questions, 


and assisted in discussions. 


At our meeting on April 15th, 
the remaining subjects outlined 
by Victor Brink were discussed. 
“C”—Analysis—Furnishing Sup 
plemental and Special Informa 
tion, not normally presented in 
the regular Accounting and Sta 
tistical Reports. This subject was 
ably handled by Clair Troutwine. 
“D”—Protection — Ascertaining 
the extent to which company as 
sets are accounted for and safe 
guarded from loss, in both the 
Physical and Financial sense, due 
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to fraud, error, waste and ineffi- 
ciency. This subject was pre- 
sented by Victor Long. “E”— 
Appraisal for Improvements—Re- 
viewing Policies and Procedures 
to appraise deficiencies and to 
recommend alterations to better 
company interests. Glad- 
wyn Bentley presented this sub- 
ject. 


serve 


The discussions following the 
above subjects were so varied, and 
so educational 
that we 
time. 


and 
exceeded 


interesting, 
our allotted 


Entering into the discussion be- 
sides the members was Elmer 
Neal, Auditor from General Mo- 
tors Central Office. 


At this meeting, the Nominat- 
ing Committee presented its re- 
port, listing a slate of candidates 
for the year 1947-48. The elec- 
tion of officers will be held at our 
next meeting on May 20th. 


SAN FRANCISCO CHAPTER 


By J. F. West, Chairman 
Publicity Committee 


At our February 1947 meeting, 
we had the pleasure of viewing a 
sound and color motion picture 
entitled “Paper—The Pacemaker 
of Progress.” Following the show- 
ing of the picture, our Chapter 
President, Vic Gendron, explained 
briefly some of the manufactur- 
ing operations, etc. 


At our April meeting, five of 
our members gave short papers 
on the following subjects: Ac- 
counting for Returnable Con- 
tainers, from the standpoint of 
the Vendor; Accounting for Re 
turnable from the 
standpoint of the Purchaser; Ac- 
counting for Transportation Pur- 
chases (including claims for re 
funds, etc.); Methods of Auditing 
‘Cost Plus Contracts’; Accounts 
Receivable Verification and Con- 
firmations. 


Containers, 


In addition, the statement of 
the “Functions and Responsibilties 
of the Internal Audtor” was read 
and a brief discussion held. 


The April meeting was devoted 
entirely to floor discussions on the 
statement of the “Functions and 
Responsibilities of the Internal 
Auditor.” 


ST. LOUIS CHAPTER 
By L. A. Smirn, Jr., 


Editorial Committee 


Chairman 


The Chapter wishes to report 
its pleasure in having had the 
opportunity to hear Mr. Elliott 
Taylor’s splendid talk on the 
“Sales Department and the In- 
ternal Auditor.” The other meet- 
ing nights have been devoted to 
the continuance of our present 
program of presenting a thorough 
discussion of the application of 
Internal Audit and Control to each 
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of the major functions of the com- 


pany on the balance sheet and 


operating statement. 


The Chapter takes pride in 
viewing its progress since its or- 
ganization in June, 1946. At that 
time we began with ten charter 
members filled with courage and 
much for its future 
Through the untiring 
efforts and loyal support of the 
membership, we have increased 
our five-fold. The Board 
of Governors have launched a re- 
efforts 
are expected to make a major con- 
tribution both to the local, as well 
as the National Organization. We 
will have more to report on their 
activities next month. 


enthusiasm 


SUCCESS. 


roster 


search committee whose 


TORONTO CHAPTER 
By F. A. 


Chairman of Chapter Activities 


DouGLas, 


On Friday, January 28, 1947, 
we had the opportunity of hear- 
ing an excellent address by Mr. 
C. A. Patterson, F C.A., Partner 
of the firm of Clarkson, Gordon & 
Co., Chartered Accountants. The 
subject was “The Profession of 


Chartered Accountancy.” (* 


A discussion period followed 
which was very interesting and 
educational. 

Our meeting of February 28th 


was one of special significance 


since we were honored by two 
guests: Professor S. G. Hennessey 
of the Department of Economics of 
the University of Toronto, and 
Mr. Bradford Cadmus, newly ap 
pointed 


Managing Director of 


Tue INstirure. 

Mr. Cadmus briefly outlined 
the activities of Tue INnstrrute 
and his concept of the duties of 
his office. 

The 


were introduced: 


following new members 


Messrs. Robert J. Comerford, F. 
M. McPherson, and William R. 
White. all of War Assets Corpor- 
ation; and Mr. Bruce C. Willis, 
Shell Oil Co. of Canada Limited. 

This 


different 


meeting somewhat 


from 


was 
other meetings 
owing to the fact that a panel 


discussion 


was conducted by 
members of the Chapter. The 
discussion that followed gave evi 
dence of the interest that was 


taken in the subjects presented: 
Verification of Receiv 


Verification of Reserve for 


Accounts 
able; 
Unpresented Tickets, Strips and 
Coupons; Personnel of the Inter 
nal Audit Staff; Check of 
Purchasing Department. 


On March 28th we welcomed 
an old Chapter friend, Mr. W. G. 
Frisby, Eastern High School of 
Commerce. Mr. Frisby’s subject 
was “In Your 


- What?” 


and 


Leisure Moments 


(*) The first part of this address appears in this issue.—Ep. 
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A talk of this type is one that 
should interest every member, as 
undoubtedly we all are too con- 
cerned with the daily tasks of 
life, and thereby fail in the cul- 
tural development which is so 
necessary to building up character 
and an appreciation of the fine 
arts of our civilization. 

Our meetings are showing im- 
provement in 


attendance, and 
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new members are being added 
monthly to our membership. 

The following new members 
were introduced: Messrs. John B. 
Crompton, William G. Haviland, 
Frank H. Leake, Hubert Sheriff 
and Ralph P. Tester. 

We look forward to the next 
meeting on April 25th, which will 
be the Third Anniversary of the 
founding of our Chapter. 





address. 





CHANGES OF ADDRESS 


Institute Members 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 


All members are, therefore, urged to advise the Secre- 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 








CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue INstrruTe. 


Chapter 
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CLEVELAND 
DayToNn 
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Los ANGELES 
MIAMI 
MontTREAL 
New ENGLAND 


New York 


PHILADELPHIA 
PITTSBURGH 
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Fourth Wednesday 
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Third Tuesday 
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THE SPECIAL LECTURES ON 
PRACTICAL INTERNAL AUDITING 


UNDER NEW YORK CHAPTER AUSPICES 


By J. ERNEST LAURIE 


HE project referred to in the last issue of the Internal Auditor, 
relative to the education of Junior Members of auditing staffs, 


to all members of the New York Chapter. 


22nd, with an attendance of 20. 
Nicholson and Schofield. 


Junior auditors under thirty years of age working for firms 
that have members of Tue InstrruTe or INTERNAL AupI- 
rors on their staffs will have the opportunity of attending a 
series of special lectures on “Practical Internal Auditing,” 
starting Tuesday, April 22nd at 6:30 p.m., Room 3516, Em- 
pire State Building, New York. 

The sessions will last about two hours and will be limited to 
25 juniors. First preference will be granted to those juniors 
who travel periodically during the year, who, because of 
traveling, are unable to attend courses given by our various 
educational institutions. 


A member desiring to recommend a junior to attend should 
make this request to Mr. Frank B. Nicholson, Chief Auditor, 
Schenley Distillers Corporation, Room 2409, 350 Fifth Ave- 
nue, who is chairman of this committee, before April 17th. 
The request will be reviewed by Mr. H. Cobb, President of 
the New York Chapter, and Mr. E. Adams, member of the 
Board of Governors. When the selections have been made 
for the first lecture, those chosen will be advised. 


We anticipate more requests than we can fill. However, 
over the series, we hope to accommodate all those recom- 
mended. 


The following announcement was mailed 


The first class of instruction was held on the evening of April 


ject will be highly successful. 
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The instructors were Messrs. Cobb. 
The interest evinced indicates that this pro- 


ARTICLES OF INTEREST 


TO INTERNAL AUDITORS 


JOHN F. BRADY, Chairman of “Digest of Other Publications Committee” 
directs attention to the following articles of interest: 


Subject: Reports to Stockholders, Management, and Labor 
By: John B. Inglis 


Published in The Journal of Accountancy, January, 1947. 


This paper was presented at the Seventh Annual Symposium on 
Accounting and Taxation sponsored by the North Carolina Associ 
ation of Certified Public Accountants with the cooperation of the 
University of North Carolina and Duke University. It contains 
numerous suggestions to aid accountants in preparing financial 
statements which are clear and intelligible for the use of man 
agement as well as employees and stockholders, many of whom 
are unfamiliar with accounting terminology and techniques 


Subject: Defalcation in Relation to Audit, Internal Control and Fidelity 
Bonds 
By: John L. Carey 


Published in The Controller, March, 1947. 


In this article, Mr. Carey, who is secretary of the American In 
stitute of Accountants. discusses a subject of particular interest to 
those whose problem it is to develop controls which will prevent 
defalcations. Emphasis is placed on an adequate system of in 
ternal control as being the best defense against defalcations 


Subject: Current Costs and Credit (Balance Sheet Will Not Show Whole 
Picture in 1947) 
By: W. L. McGrath 


Published in Credit and Financial Management, January, |947. 


This is a stimulating and timely article presented from the stand 
point of management on the economic aspects of business in the 
light of governmental regulations, and labor and management 
factors. It should be interesting reading to all who are associated 
with managerial problems and activities 


Subject: Increasing The Industrial Accountant's Value 
By: Percy L. Proctor, Hugh J. Phillips, Jr., Frank Wallace 


Published in the 1946 Year Book of the National Association of 
Cost Accountants. 


Three papers on this subject were presented at the Twenty-Seventh 
International Cost Conference, and unfold steps accountants should 
take to make themselves an indispensable part of management by 
telling how to improve performance, train assistants and make the 
figures talk. 
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Subject: 
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What The Bank Director Should Expect of the Auditor 
John A. Janzen 


Published in the National Auditgram, February, 1947. 


In this paper, the author expresses his views as to the close associa 
tion the auditor should have with the executive staff and with the 
Board of Directors in particular, by his making reports directly to 
the Board «nd being responsible to them. The nature and scope of 
his reports. and his fiduciary relationship, are also covered in the 
light of the author’s experience and background. 


Statements of Accounting Policies 
John W. Clarke 


Published in The New York Certified Public Accountant, January, 
1947. 


Mr. Clarke stresses the need of a comprehensive, concise and con 
nected statement of accounting polici ies as a vital prerequisite to 
the successful management of complicated financial activities and 
to the conduct of an adequate audit. This need is emphasized from 
observations concerning: 

(1) Value to management. 

(2) Recent financial disclosures 

(3) Certificate of the public accountant. 

(4) Current audit practices. 
This paper also covers the preparation and content of statements 
of accounting policies and is quite timely. 


Operating A Systems Department 
T. A. McMullen 


Published in the N. A.C. A. Bulletin, Section One, March |, !947. 


This article emphasizes the need for effective control of operating 
systems in industrial organizations and outlines some of the tech 
niques that have been developed and applied at the Camden Plant 
of the RCA Victor Division. It is written from the standpoint of 
the internal auditor in that the objective of the author is the de 
signing and installing operating systems with a view to efficient 
operation, performance measurement and status reports. 


In Quest of an Audit Principle 
J. F. Blair r 


Published in The Journal of Accountancy, February, 1947. 


This article emphasizes the need for the development of auditing 
principles which will be of assistance to the auditor in providing 
more useful services to business management. The author is a 
member of the Association of American Railroads and a past presi- 
dent of the Chicago Chapter of Tue Instirutre or INTERNAL 
Auprrors, and in this paper, he stresses the three steps of the 
scientific method of investigation in audit programs: 

(1) Observation. 

(2) Interpretation — Diagnosis, 

(3) Test. 
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THE TRAVELING AUDITOR 


by HERBERT W. JOYCE 





Nore: Through the kindness of Mr. Victor Brink, this article by 
Mr. Herbert W. Joyce was recently called to our attention. Originally 
it was published in the November, 1921 issue of the Journal of Ac 
countancy. It is republished here as an excellent example of some very 
enlightened thinking as to the role of the internal auditor, especially 
when one considers that it was written twenty-six years ago. Internal 
auditors of 1947 will recognize some of the same constructive objec 
tives which we have supported in Tue Instirute. Mr. Joyce is pres 
ently serving as the Treasurer of The Robinson Foundation, Inc., New 
York City.—Eb. 











HE traveling auditor representing a large industrial organization 

must be a man of the resourceful type —a thorough accountant 
with a clear understanding of prevailing business methods. Although 
his chief function is to audit the books and accounts, nevertheless many 
problems outside the realm of what might be termed strictly accounting 
will be submitted to him for solution, such as matters connected with 
the extension of credits, collections, matters of general policy, etc. He 
may not be called upon to solve these problems in an official manner, 
but considerable dependence will be placed upon his opinion. This 
article is intended to deal principally with the question of efficiency in 
the traveling auditor’s regular work. His efficiency may be judged 
in several ways, as follows: 


1. By the length of time required to conduct an audit. 


It is a well-known fact that considerable time may be wasted on 
an audit through failure properly to plan out the work, and for this 
reason it is always advisable to lay out an audit program before com 
mencing the actual auditing work. Experience has taught that by 
listing the names of the various individuals in the accounting depart 
ment, together with the various books kept by each individual, con 
siderable time is saved which otherwise would be consumed by dupli 
cate inquiries. 

In the auditing of vouchers, time can be saved by checking the 
vouchers in groups and placing a check mark opposite the entry cover 
ing the first and last vouchers of the group. By this method, instead 
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of having say, fifty check marks for a group of vouchers, only two check 
marks will be made, but the efficacy of the audit will be in no way im- 
paired. 

2. By the ability of the traveling auditor to accomplish his work 
with as little interference as possible in the regular routine work of the 
office under review. 

Upon commencing an audit, it is always well to make arrange- 
ment with the chief accountant, advising that the general policy will 
be to use only such books as can be spared. Under this plan, certain 
books will be turned over daily and these books will be available usually 
for auditing purposes for a certain specified time. It is always desir- 
able, however, for the traveling auditor to have his programme so ar- 
ranged that, should the accounting department require a book quickly 
in an emergency, it can be turned over and another branch of the work 
started without retarding the auditing work. In some cases it has 
been found advantageous in large offices to maintain loose-leaf voucher 
record books or bound books covering alternate months for the reason 
that very often the same book is required by the voucher clerk, the 
ledger clerk and the traveling auditor at the same time. 


Although it is the prevailing custom in most offices to record jour- 
nal and disbursement vouchers in one book, using the same distribution 
columns for both classes of vouchers, nevertheless where large numbers 
of journal vouchers are recorded it is often found desirable to keep 
a separate voucher record exclusively for journal vouchers. This plan 
works for efficiency in the same manner as previously outlined for the 
use of loose-leaf and alternate voucher record books. 


3. By his ability to improve the accounting methods. 


Very often the traveling auditor will find that there is considerable 
duplication of work, although perhaps some apparent justification for 
the keeping of duplicate records will exist. In attempting to remedy 
a condition of this kind, the traveling auditor must proceed with ex- 
treme caution. If necessary a day or two should be spent in going over 
the subject in great detail with a view to being able to refute any argu- 
ments which may be advanced in support of the existing methods by 
either the local accounting department or by the executives in charge 
of the office. For instance, if it is found that the accounting depart- 
ment and the sales department are tabulating practically the same in- 
formation, it may be desirable to have the accounting department fur- 
nish the necessary information to the sales department rather than 
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to have both departments keep similar records. This is often the case 
with statistical information relative to the efficiency of the traveling 
salesmen, various territorial statistics, etc. 


One of the most prolific sources of wasted effort in an accounting 
office is the unnecessary transcribing of records where carbon copies 
of the original could be used for the permanent record. By the in 
stallation of loose-leaf methods the traveling auditor will often find it 
possible to cut down the clerical work considerably. When cases of 
this kind come within the observation of the traveling auditor, he should 
endeavor to install such labor-saving devices as may be practicable, 
always, however, consulting with the chief accountant, having in mind 
that a system adopted with the approval of the local accounting head 
will probably be heartily supported by the local staff. 


4. By his ability to discover any factors contributing to financial 
loss on the part of the office under review. 


It is quite natural to assume that if a traveling auditor represents 
an annual outlay to his employers of a certain amount per annum, and 
if he is able in the course of a year to discover overpayments in excess 
of this amount, his efficiency will not be open to question, because he 
has been practically self-sustaining, and all work of a constructive 
nature which he has accomplished during the year has not involved 
expense to his employers. 


There are many ways in which the traveling auditor by the exer 
cise of perception may discover overpayments which might never be 
brought to light by the local accounting force. In the first place, he 
is at a great advantage because in conducting his auditing work he is 
able to concentrate entirely upon it and, unlike the chief accountant, is 
not occupied with matters of daily routine which must receive atten 
tion. Therefore, in the auditing of disbursements, it behooves the 
traveling auditor to investigate from every possible angle every voucher 
which comes within his observation. It will be found by experience 
that vouchers which are apparently correct in every respect may con 
ceal overpayments of substantial amounts. It is only by reference to 
purchase contracts and other available data that discrepancies may be 
revealed. 

For instance, a carload of goods may be bought “delivered.” The 
shipper may forward the car “freight charges collect.” Under the 
voucher system of accounting, unless complete supplementary records 
of purchases are carefully maintained, it is quite possible that freight 
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charges of this kind may be absorbed by the receiving plant through 
failure of the local accounting department to make the proper deduc- 
tion from the invoice in making settlement. Of course, the voucher 
would not reveal that this freight had been absorbed although some clue 
to the fact might be gleaned from the purchase invoice. 


To follow this question of freight still further, it is quite possible 
that a carload of goods for delivery at Baltimore may be bought f o.b. 
Cincinnati, Ohio, “freight collect.” The actual shipment may have 
been made from St. Louis, Missouri. The differential in freight may 
be $5 a ton. Unless a careful investigation be made, not only of the 
contract covering the shipment but also of the “freight-inward” ac- 
count, this additional freight may be absorbed, although it should prop- 
erly be deducted from the voucher covering payment to the shipper. 


Often a plant shipping goods to customers will make some sales 
contracts f.o.b. shipper’s factory while others will be made on a de- 
livered-at-destination basis. The traveling auditor must pay particular 
attention to the “freight-outward” account where such a condition ex- 
ists because, unless there is a good check on the freight disbursements, 
there is a possibility that the billing department may fail to charge 
customers for freight which has been prepaid for their account. Owing 
to the prevailing high freight rates, overpayments represented by the 
incorrect handling of freight charges will involve substantial sums and, 
in nearly every instance, will more than compensate for the time spent 
in the necessary investigation. 


The subject of freight has been covered in some detail owing to its 
importance (particularly in manufacturing concerns), but many ex- 
amples of overpayments have been found due to other causes. Fre- 
quently overpayments are due to the payment of duplicate invoices, the 
payment of statements when invoices covering them have previously 
been paid and the payment of credit memoranda as invoices. Over- 
payments also may be due to failure to deduct discounts, interest cov- 
ering anticipated payments and special concessions allowed by con- 
tract. Financial loss may result from the distribution to current ex- 
penses of charges which are intended for individual accounts. While 
errors arising in this manner may occur infrequently, the traveling 
auditor must continually exercise caution in the passing of disburse- 
ment vouchers in order to discover anything irregular. 


An endeavor has been made in the foregoing to outline various 
methods whereby the traveling auditor can accomplish results of a 
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nature beneficial to his employers. In conclusion it might be well to 
state that the reports which he has submitted to the management will 
reflect to a great extent the measure of his efficiency. He should pre- 
pare at the close of each year a resumé outlining briefly such changes 
as have been made involving economy of operation, and tabulating 
such recoveries of overpayments as he has been able to make, and sub 
mit it to the general auditor. By this method not only does he bring 
to the notice of the general auditor what he has accomplished for the 
company during the year, but he calls to mind such improvements as 
have been made and makes it possible for the general auditor to review 
the results of the year’s work and extend the benefits derived to other 
branches of the company’s activities. 


YOUR ALIBI? 


George Neely never had any particular energy until a shot gun 
carried off one arm. Then he became one of the most remarkable 
athletes ever entered in an American college. 


Or, consider Walter Schroeder, a Kansas boy who, after losing a 
leg trying to save a small sister from a burning building, plays on a 
basketball team, making 11 points in one game with his left hand be 
cause he has to hold his crutch in his right. 


Or take Emory Moyes, an Ohio lad with infantile paralysis, who 
pitched for his Germantown High School team sitting down and won 
17 games in a row with an average of eight strikeouts. 


And then there was Louis Pasteur, who was so near-sighted he 
could not find his way around his own laboratory without his glasses. 
There was Wm. Pitt, one of England’s ablest statesmen, who bullied 


Parliament with his crutches. 


There was Beethoven, stone deaf, writing his superb “Missa 
Solemnis” and “Ninth Symphony.” And there was Helen Keller, 
without hearing or sight, graduating with honors from Radcliffe Col 
lege. 


Now. what's your alibi? 
The Advertiser's Digest 











HISTORICAL NOTES 


RELATING TO THE PROFESSION OF 


CHARTERED ACCOUNTANCY ™* 


By C. A. PATTERSON 





C. A. PATTERSON 


7. , , 
Was barn in Montreal and was educated in public and secondary 
schools in Toronto. 


As a student he became associated in 1917 with the firm of Clark- 
son, Gordon & Co., Chartered Accountants, Toronto, and he is now a 
partner of that firm. 


He qualified for and was granted the degree of Chartered Ac 
countant by the Institute of Chartered Accountants of Toronto in 1922, 
being elected a Fellow of that Institute in 1939; and he was President 
of the Institute in 1945-46. In 1946 he was elected 2nd Vice-President 
of the Dominion Association of Chartered Accountants. 











HE development of the profession of accounting and auditing is 

perhaps a fairly recent one, compared with other professions such 
as the law or medicine, if it is dated from the time its practitioners first 
organized themselves and obtained legislative sanction for their associ- 
ations. In Great Britain, where auditing made an early appearance, it 
was not until the middle of the nineteenth century that this movement 
toward professional status was begun. 

However, bookkeeping along basically the same scientific prin- 
ciples as are practiced today, was understood and used about the time 
of Columbus, and in the fourteenth, fifteenth and sixteenth centuries 
we find men being designated as auditors to check the accountability 
of public officers and tax collectors for revenues collected. The large 
manor houses, which were the big businesses of those times, employed 
full-time auditors to verify receipts and disbursements and present a 
summary of them to the lord of the manor. 

The change in the economic life of Great Britain in the seven- 
teenth and eighteenth centuries was responsible for the emergence of 
*This is the first section of a paper delivered at the Toronto Chapter meeting in 

January, 1947 which, it is thought, will be of interest to members of Tue InstrrutTe 


not only because of its content but because it was written by a quasi-fellow pro 
fessional in Canada. It historically has considerable significance —Ep 
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the accountant as the skilled expert who was more than a bookkeeper, 
or a person employed to check on the honesty of someone else and who 
now was concerned with the financial position of commercial enter- 
prises. There were not yet, however, independent accountants who 
offered their services to whomsoever might require them. Men who 
were expert in accounting worked for one employer and, if their 
knowledge was utilized by others, this work was done apart from their 
regular employment. In addition, the solicitors of the period did much 
of the work that would today be performed by the accountant; e.g. 
in the preparation of statements required by bankruptcies and exec- 
utorships. In fact, after the accountants in Scotland organized their 
own society in 1854, many of the members were also solicitors. In 
this transitional period, there were many who advertised themselves 
as accountants, combining this occupation with other varied ones, such 
as brokers, appraisers, auctioneers, writing masters and even one who 
was a dealer in tin plate. But from the end of the eighteenth century 
onward, the number of persons who held themselves out to be account 
ants, and that alone, steadily increased, until in 1845 it is noted, from 
old directories, that there were 210 accountants in public practice in 
London. At that time, however, there was not yet an organized society, 
with admission requirements and standards such as have been further 
developed until the present time. 


GREAT BRITAIN 


The accountants in Scotland were the first to seek statutory rec 
ognition of their profession, with the application of an association of 
accountants in Edinburgh (formed in 1853) for a charter of incorpora 
tion, which was granted in 1854. This charter stated that the duties 
of an accountant in Scotland required “great experience in business, 
very considerable knowledge of the law and other qualifications which 
can only be attained by a liberal education,” and the society was em 
powered to hold examinations and prescribe courses of training for en- 
trants. This was the beginning of the use of the title “Chartered Ac- 
countant,” which was applied to members of this first society. A sim 
ilar association in Glasgow, formed also in 1853, although later in the 
year than the Edinburgh society, was granted a charter of incorporation 
in 1855, and they also used the title of “Chartered Accountants.’ A 
third society was incorporated in Aberdeen in 1867. 


The emergence of the profession in England, as such, was only 
slightly later, and it is interesting to note that this development was in- 
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fluenced by the Companies Act of 1862 and the Bankruptcy Act of 
1869. The Bankruptcy Act abolished the Official Receiver and pro- 
vided for the appointment of receivers by the creditors, who generally 
appointed an accountant. The Companies Act created a demand for 
professional accountants to act as auditors and liquidators, although 
it was not until 1900 that every company was obliged to have an audi- 
tor elected by the shareholders, who generally was a professional ac- 
countant. In 1870, the accountants in Liverpool organized themselves 
into a society, and similar associations in the larger centers followed, 
but the regulation of the profession by charter was not obtained until 
1880, when five English societies formed themselves into the “Institute 
of the Chartered Aecountants in England and Wales,” with “Funda 
mental Rules” of conduct and wide powers of expulsion. In addition, 
there were qualifications of entry, modelled on those governing ad 
mission to the roll of solicitors, and the members readily adopted the 
title “Chartered Accountant” as used by the Scottish accountants. To 
complete the picture, the Institute of Chartered Accountants in Ire- 
land was incorporated in 1888. 

It is not necessary to describe, except very briefly, the formation 
of other societies in England which followed the incorporation of the 
original one. In Scotland, there was no such development, but in Eng- 
land various other groups have sought, and obtained, recognition by 
incorporation, at least one of which, the “Society of Incorporated Ac 
countants and Auditors,” ranks alongside the original “Institute of 
Chartered Accountants in England and Wales.” Other smaller societies 
have been formed, representing a special type of employment of a 
special application of technique, such as the “London Association of 
Accountants,” the “Corporation of Accountants,” and the “Institute of 
Company Accountants;” but their history is not germane to our present 
subject. Mention of them is made only to show the desire of the ac 
countant, of varying professional grades, to regulate and improve his 
profession by forming associations for this purpose. In bringing to a 
close this brief story of the development of the profession in Great Brit- 
ain, before speaking of its position in the United States and Canada, 
mention might be made of the effort that is now being made in England 
to unite the few smaller societies and the two larger ones into one large 
controlling or regulatory affiliation, which is another illustration of the 
desire of public accountants to still further advance the profession for 
the mutual benefit of the public and the practicing members. 
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The earliest evidence of professional consciousness among the ac- 
countants in the United States became apparent when the “American 
Association of Public Accountants” was formed in December, 1887. 
About that time, or shortly after, foreign capital flowed into the United 
States and with it came many accountants from Great Britain to ex- 
amine and report on financial positions of businesses. Bankers and 
businessmen became aware that Great Britain had professionally 
trained men — chartered accountants — who were skilled in account 
ing and auditing; with integrity and broad knowledge of business af 
fairs, and whose services were used by persons who relied upon ac- 
countants’ reports to gain independent opinions of financial conditions, 
results from operations, and to determine whether investments or loans 
would be justified or should be continued. 


While these accountants wished formal recognition of their status 
by the States, it was not until 1896 (at which time there were a large 
number of practicing accountants) that a Bill sponsored by the Associ 
ation became law in New York State which authorized the use of the 
title “Certified Public Accountant,” and restricted its use and the ini 
tials “C.P.A.” Other States followed in adopting similar legislation 
from 1899 to 1908 and continued thereafter until the early 1920's. 


The American Association of Public Accountants which had been 
formed in 1887 reorganized and absorbed in 1905 “The Federation of 
States Societies” which had been formed in 1902 — this Federation had 
no direct control over membership in the various States Societies and 
acted only through those State organizations. Again this Association 
was reorganized in 1916 as “The American Institute of Accountants.” 
As late as 1921 there were the following two national professional or 
ganizations in the United States: 


“The American Institute of Accountants” which had been meking 
strenuous efforts to establish a reputation for members and im 
prove the profession; and 


“The American Society of Certified Public Accountants” which 
had for its aim the protection of state-granted titles. 


These two organizations were merged in 1936 as “The American 
Institute of Accountants” which is now the well-known and important 
national organization of certified public accountants in the United 
States. This Institute now has a membership of over 10,000 members. 
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The State Societies, which have well organized programs for the devel- 
opment of the profession and co-operate closely with the National or- 
ganization, have a membership of over 16,000 certified public account- 
ants who are not members of the A.1.A.; and over-all, there are approx- 
imately 26,000 certified public accountants in the United States. They 
are organized in professional societies, both National and State, which 
have rules of professional ethics rigidly enforced and which play an im- 
portant part in the improvement of professional procedures and the 
development of objective standards in accounting and auditing. The 
profession now enjoys, in large measure, public recognition as a pro- 
fession of character and attainment, due largely to the work of these 
organizations in representing the certified public accountants before 
legislative bodies, governmental agencies, stock exchanges, organiza- 
tions of bankers and credit men, bar associations and the business, fin- 
ancial and trade groups generally. 

In the United States, degrees of “C.P.A.” are granted by the State 
after an applicant successfully complies with certain requirements and 
has met certain standards of theoretical and practical proficiency. Each 
State has its own laws governing the issuance of this certificate or de- 
gree, and the laws of the various States differ somewhat as to academic 
and experience requirements, but in every instance they restrict the 
issuance of certificates to those who have successfully completed a writ- 
ten examination. In this respect a great deal has been accomplished 
by the American Institute of Accountants which developed uniform 
examinations and offered them to the State Boards. This proved a very 
successful development and there are 44 States and territories which 
use the Institute’s uniform examination problems to test the proficiency 
of applicants for the degree. 

The granting of degrees by the individual States differs from the 
practice followed in Great Britain and Canada, where the degree is 
granted by the chartered accountants institutes — in fact, British and 
Canadian chartered accountants obtain their formal status only through 
the exclusive charters of their various institutes. 


CANADA 


The formal history of the profession of the public accountant in 
Canada is notable for the fact that the first charter to an association 
of accountants in Canada was granted in 1880 — the same year that 
a charter was given to the first English accountants. The reason for 
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this may lie in the fact that the Scottish accountants had formed their 
first association twenty-six years earlier, and the development of the 
profession in Canada was very much influenced by Scottish accountants 
who came to. this country as settlers. This first group in Canada was 
composed of English and French practicing accountants in Montreal 
who applied for a charter from the Quebec government, and were 
known as “The Association of Accountants in Montreal.” Their asso- 
ciation had as its stated objects 


“To promote the efficiency and usefulness of its members and to 
afford opportunity for giving expression to their opinions upon all 
questions bearing upon or affecting their calling,” 


and they proceeded to designate themselves as “Chartered Account- 
ants,” following the Scottish practice. Since incorporation the name 
of the Association has been changed to “The Society of Chartered Ac- 
countants of the Province of Quebec,” and in April 1946 it became 
known as “The Institute of Chartered Accountants of Quebec.” This 
last change was made under “An Act to Regulate the Practice of Ac- 
countancy and Auditing,” and at the same time the Institute was given 
the power to regulate and control the profession of public accounting in 
the Province of Quebec. 


Ontario accountants closely followed their Quebec colleagues, in 
point of time, in forming themselves into an association. In November 
1879, we find a group meeting to draw up plans for a society which was 
named “The Institute of Accountants and Auditors of Ontario.”. Among 
the names of the founders we notice several which are familiar ones 
today in the profession. The objects of this association were stated to 
be the promotion of knowledge and the increase of skill amongst those 
following the calling of “accountant,” by means of instruction and 
examinations. To this society were admitted, not only accountants 
practicing publicly, but also accountants in banks and other commer 
cial enterprises and bookkeepers, and there was established two grades of 
members—those who were entitled, to the use of the term “Fellow of the 
Chartered Accountants” (F.C.A.) upon qualifying by examination 
and ordinary members, who qualified only by reason of their position in 
the business world. However, by 1891, the necessity of having mem 
bers who qualified only by passing prescribed tests of knowledge and 
competency was recognized and the by-laws were amended to this end. 
While the original institute was formed in 1879, it was not until 1883 
that incorporation was obtained, although it had been sought much 
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earlier. This delay was due to the suspicion with which the legislature, 
which was predominantly composed of rural members, viewed this 
banding together of accountants. 


However, on ist February 1883, incorporation was finally obtained 
from the Ontario Government, under the name of “The Institute of 
Chartered Accountants of Ontario,” the accountants having succeeded 
in convincing the legislators that their objects were predominantly edu- 
cational and that there was no cause for alarm in the formation of this 
union. In 1886, a charter was granted to the Chartered Accountants 
Association of Manitoba, and over the period of the next thirty-five 
years, the other provincial institutes were formed, with Prince Edward 
Island completing the movement in 1921. As present there is an In- 
stitute of Chartered Accountants in each province of Canada. 


The formation of the Dominion Association of Chartered Account- 
ants came about as a result of the desire of public-spirited accountants 
to extend the regulation of the profession in the interests of the general 
public. It should be stressed that the efforts of the chartered account- 
ants to regulate, by union, the activities of all who hold themselves 
out to be experts in this field have been motivated by the desire to im- 
prove the status of the profession, in the interests of the public as well 
as of the accountant, and not by a desire to obtain a restrictive monopo- 
ly for the selfish interests of a few. Continuing evidence of this is 
given by the work of committees of the Dominion Association in the 
fields of education and research, which will be mentioned briefly later 
on. 


The Dominion Association of Chartered Accountants was incor- 
porated by a special Act of the Dominion Parliament in 1902 with the 
object of regulating the profession by Dominion-wide authority through 
training, examinations and membership qualifications. However, since 
the field of education is within provincial jurisdiction, it was clear that 
no charter from the Dominion Government could empower the new 
association to impose such controls as it had planned, and that this 
could be accomplished only through the co-operation of the several 
provincial institutes. The by-laws of the Dominion Association were 
altered to conform to this approach, and the working arrangement that 
followed has proved highly successful, judged by the degree of con- 
formity in training and qualification for professional accountancy that 
now prevails across the Dominion. In essence, the Dominion Associa- 
tion is the tangible expression of the will to co-operate that 
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exists amongst the provincial bodies, and what is notable is the amount 
that has been accomplished where no compulsion existed or could exist. 


During the past years a direct affiliation has developed between the 
Dominion Association of Chartered Accountants and the Provincial 
Institutes and their members. The affairs of the Association are con 
ducted by officers and a council elected by the various Provincial In 
stitutes, and the council of each Provincial Institute is a standing com 
mittee of the Association for provincial purposes. Further, each mem 
ber in good standing of the Provincial Institutes is a member of the 
Association. 


The following figures are quoted to indicate the growth of the pro 
fession in Canada and, I think, the ever-increasing importance of the 
professionally trained accountant in our society: 


In 1926 the membership was 1,110. In 1936 the (net) member 
ship was 1,653 (of whom 62% or 1,030 were in professional practice). 
In May, 1946 the (net) membership was 2,918 (of whom 56% or 1,652 
were in professional practice). 


The above indicates the increasing number of chartered account- 
ants who discontinue professional practice, and these you find in a wide 
variety of endeavor in the business world; in manufacturing, producing 
and commercial enterprises of all kinds; in public utilities; public in 
stitutions; and the government services. Many occupy positions in top 
management in the executive field, and up to Deputy Minister of 
Departments in the Government service. 


The activities of the Association are varied, but its efforts have been 
and are being directed towards improving the profession in Canada; 
keeping its members abreast of the most advanced accounting prac 
tices; bringing about uniformity in standards of qualifications, training, 
and improving standards of good professional prac tice. 


In the field of examination standards, the efforts of certain Associ 
ation members bore fruit in 1939 with the introduction of the uniform 
intermediate and final examinations. Since that time all students 
throughout Canada must write the same examinations in those two 
grades. The program of education and examination is in the hands of 
a committee composed of a representative of each provincial institute 
with a chairman appointed by Council of the Association. This com 
mittee initiates the policy of such matters and is, in effect, the co-ordin 
ating body between the Dominion Association of Chartered Accountants 
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and the provincial institutes. The administration of the examinations 
is carried out by a Board of Examiners in chief — composed of four 
members. These uniform examinations were tried by 761 students in 
December 1945 (about an equal number for each of the two grades) 
compared with 380 in December 1944. 


One means the Association adopts to keep its members abreast of 
current accounting matters is the publication of “The Canadian Char- 
tered Accountant.” It was started in 1911 and, since 1932, it has been 
published monthly. Its circulation has grown rapidly in the past few 
years; as in May 1944 the circulation was 4,904 compared with 6,810 
in December 1946. At the latter date it was distributed to 2,321 stud- 
ents. 


A committee constituted in recent years by the Dominion Associ- 
ation is the Accounting and Auditing Research Committee whose object 
is to keep members up to date on accounting and auditing theory and 
practice. Recently, it has issued a bulletin outlining the standards of 
disclosure in annual financial statements, which is the first of what will 
be a series of bulletins of this nature. A tentative bulletin outlining 
good professional practice in connection with members’ participation 
in prospectuses for financing was also issued recently and is still under 
review. 


A special committee on personnel selection is now at work, trying 
to find methods which will be most effective in deciding which appli- 
cants should be accepted as students, in the interests of these persons 
and the profession as a whole. Since the future of the profession de- 
pends upon the young men who are entering it today, it is important 
that these should be well-suited and well-qualified for it. 


Another phase of the work of the Dominion Association is in pre- 
senting the views of chartered accountants to the Dominion Govern- 
ment and/or its legislative committees. This is especially important 
in taxation matters, and the Association was represented before the 
recent Senate Committee on Taxation. It is gratifying to note that this 
committee adopted in its report some at least of the accountants’ recom- 
mendations. 
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IE subject assigned to me deals with only one phase of internal 

auditing, though an important one, and my remarks will be de 
voted largely to that phase — organization. Before getting into the 
main discussion it may be well to define internal auditing, to give the 
definition I have adopted for this purpose. It is taken from “Manager 
ial Control Through Internal Auditing,” a volume published by Tue 
INstITUTE OF INTERNAL AupiTors in 1943. The definition reads: 


“Internal auditing may be defined as the organized activ- 

ity on the part of management to assure itself proper adher 

ence to company procedures and policies, and to secure the 

benefits of a systematic and objective verification and con 

structive analysis and appraisal of the accounting, financial, 

and other aspects of the company’s operations.” 

As indicated by the title of the volume and the definition, modern 
internal auditing is not just a matter of routine proving of mathematical 
accuracy. Though internal auditing does not ignore the underlying 
responsibilities of all auditing —the determination of accuracy and 
reliability — it uses these basic processes only as a starting point for 
additional and even more important contribution — constructive an- 
alysis and appraisal. Internal auditing is in a healthy, seething state 
of self-examination and development. Hundreds of concerns have es 
tablished internal auditing departments in recent years, and hundreds 
of others have reorganized auditing departments long established. 

As an example that will interest you I might mention that I talked 
recently with a responsible officer of a company 102 years old, with 
*Paper delivered at the Eighth Annual Institute on Accounting of the Ohio State 


University. 
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assets of nearly two-billion dollars, that was 100 years old before it had 
an internal auditing department. *This is not to say that the concern 
had survived and prospered so long without internal controls, and some 
internal auditing of sorts, but the internal controls were predominantly 
of the type that consists of letting one department check another by 
performing the operation twice—a very effective control but one 
which is now being rapidly replaced by more modern meth 
ods, involving, among other things, application of accounting machines 
and internal auditing by test verification, with attendant substantial 
expense savings. 


Contrary to the above, and perhaps the more usual case — the 
assistant controller of a large, nation-wide manufacturing and distrib 
uting concern told me of his having left a public accounting firm sever 
al years ago to set up a well-organized internal audit department for 
this concern. The department is not yet organized. First a refinancing 
program had to have priority, then the war came and real priority 
trouble started, first one thing then another. The initially small audit 
staff was depleted by the war but the concern has “gotten by” during 
the war largely through supplementing the audit staff by occasional 
help on field assignments from members of its general accounting office, 
by closely coordinating the work with that of the public accountants, 
and by confining the internal auditing to bare essentials. This chap 
intends to and undoubtedly will remedy what he considers an unsatis 
factory situation at an early date. He considers his situation unsatis 
factory principally because he does not yet have an internal audit staff 
adequate for the more constructive, high-grade work that he believes 
it will pay his company to demand of its audit staff. 


In discussing my subject with another internal auditor he made 
the observation that the first principle or essential condition of organ- 
ization for effective auditing was that the internal audit organization 
meet the needs of the particular company. No doubt he offered this 
truism with the thought that it bears repeating. As a matter of fact 
his statement is one of the few positive statements I shall make or en- 
dorse. I shall only add that it is understood, of course, and is to be 
emphasized, that the internal audit organization must meet the present 
needs of the particular company. 


The place of the internal auditor, the internal auditing department, 
in the company organization, or the reporting responsibility of the in- 
ternal auditor, has been discussed extensively in the literature of THe 
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INstTITUTE OF INTERNAL Auprrors. It seems to be a subject in which 
someone is always interested. Its importance is such that it might well 
be emphasized by saving it for my last point. However, as it is in some 
ways a rather delicate subject I will tackle it and have done with it. 


Should the internal auditor report to the board of directors, the 
president, a vice president, the controller, the treasurer, or to whom? 
I have noted with some interest that lots of talk can be made on the 
subject of whether the advertising manager should report to the sales 
manager, the vice president in charge of sales, or to the president; sim 
ilarly with respect to the director of public relations; and similarly 
with respect to the director of personnel, the director of employee rela 
tions and the placement manager; and so on. 

All of the varieties of reporting responsibilities mentioned are in 
cluded among the internal auditors with whom I have discussed this 
question and each, almost without exception, found his own situation 
in this respect quite satisfactory. If one arrangement so often works in 
practice just as well as another, perhaps because the actual responsibil 
ity of positions having the same title vary so widely, and because the 
active cooperation on audit objectives of the key people in the manage 
ment group is ordinarily such an important element in the success of 
the auditing department’s efforts, what difference does it make to whom 
the internal auditor reports? And in what way is the internal auditor 
in any different position from other staff executives ready to demon 
strate the validity of their claim to the ear of top management? 

A reporting responsibility for the internal auditor directly to the 
board of directors has much to be said for it, and particularly where 
directors are acutely aware of their responsibilities to other groups as 
well as to stockholders. But the board of directors can, and not in 
frequently does, specify a certain minimum audit program on which the 
internal auditor is to be responsible for reporting to the board, while 
at the same time leaving the internal auditor free to carry on with 
management, and as a part of management, its role as a tool of man 
agement. As the president is the active head of the management the 
internal auditor ordinarily would seem to be in the best position for 
maximum usefulness where he reports to the president or to one of the 
president’s assistants of true vice-presidential rank, regardless of title. 
The essential element seems to be to so place the internal auditor in the 


organization as to assure his reporting to an individual who is in a posi 
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tion to consider the auditor’s reports objectively, from the standpoint 
of the company as a whole rather than departmentally. 


Many internal auditors are not now so placed and probably in most 
of these cases the internal audit function is suffering no actual disad- 
vantage, though the potential disadvantage is there and with a change 
in circumstances, such as a change in individuals occupying key positions 
and disruption of favorable personal relationships long established, the 
potential disadvantage may become actual. Obviously it is not ap- 
propriate and practicable to attempt immediate correction of all these 
theoretical defects in organization. Time itself will take care of many 
situations. Education and discussion, and, of course, improving the 
grade of work done by the internal audit department, will all have their 
effect in helping internal auditors toward their proper goal of a place in 
their companies’ organizations that assures authority to investigate, to 
the extent their judgments dictate, all phases of their companies’ opera 
tions, field and general office, and to report their findings. 

I have encountered an interesting example of what may be termed 
the evolutionary correction of theoretical defects in the reporting re 
sponsibility of the internal auditor. Within the past year or so the 
general auditor of a large organization was promoted to fill the job 
of his immediate superior, that of assistant controller. In connection 
with this change the former general auditor recommended, and his 
recommendation has been put into effect, that the general auditor re- 
port directly to the controller. 

While the correction of theoretical defects in the reporting respon 
sibility of the internal auditor may well be evolutionary, this is not to 
condone temporizing with situations where the defect is actual and 
where immediate corrective measures are indicated, nor to condone 
procrastination or repeated failure to take advantage of favorable op- 
portunities for straightening out long-continued theoretical defects in 
the internal auditor’s reporting responsibility. 


The task of organizing for effective auditing is at least half done 
when you have a competent man to head the internal auditing depart- 
ment and have given him appropriate authority and responsibility, but 
there are other problems, too. Among the questions that usually arise 
in the organizing or reorganizing of an audit department, and which 
any large organization would do well to review periodically, is that of 
the extent to which the audit staff should be centralized or decentral- 
ized. This topic alone warrants an extended discussion. In fact the 
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Policyholders Service Bureau of the Metropolitan Life Insurance Com- 
pany made inquiry of a number of INstrrurr members a year or two 
ago and prepared a special report on this subject. 


It may be sufficient for present purposes to raise the question and 
indicate some of the possibilities. A mining, smelting and manufactur 
ing organization finds a satisfactory solution for its purposes in two en 
tirely independent internal audit staffs, one in the East where the prin 
cipal audit problems are on large manufacturing plants and one in the 
West where the problems relate principally to mining and smelting. 
In neither case do any of the plants, branches or subsidiaries have a 
local audit staff of their own, the auditing responsibility being central 
ized in the two staffs. 


One nation-wide oil producing, refining and distributing organ 
ization has a centrally controlled audit staff but within the past two 
years has divided the country into auditing districts and assigned its 
staff members to the various districts with the understanding that their 
work will be within their district for a period of about two years. One 
of the principal objectives was to enable the audit staff members to 
have a home location where they could expect to be at home at least 
60% of the time. This company in addition has a staff of stock auditors 
permanently attached to each of the various marketing areas. 


Another nation-wide oil producing, refining and distributing or 
ganization has a staff that works out of New York and one that works 
out of San Francisco covering territory west of the Rockies. In this 
case, however, each marketing area headquarters also has a local audit 
staff that checks stock records of the various branches in the area. 


A heavy machinery manufacturer, for the auditing of several 
plants located some distance from the main office, now relies principally 
on a resident auditor in each plant. The resident auditor is responsible 
to the general auditor, in the same way that the plant controller is re 
sponsible to the controller, though both are administratively responsible 
to the plant manager. 


A large automobile manufacturer has a similar arrangement for 
plant auditors, with perhaps more emphasis on the responsibility to 
plant management, but in addition the general auditor has a staff of 
auditors that travel out of the general office and are responsible directly 
to him for review of the work of the plant auditors and, in some cases, 
vf the local audit staffs of certain subsidiary companies. 








58 


The Internal Auditor 


Many considerations govern these arrangements. Among the con- 
siderations of significance brought out in my recent discussions of the 
subject were, (1) ability to use on local audit staffs men with a less 
broad educational and experience background as, in some situations, the 
bulk of the work can be reduced largely to a highly specialized routine, 
(2) desire to minimize the difficulties inherent in work that requires 
long periods away from home, (3) desirability of conforming the audit- 
ing department’s arrangements to the company-wide organization. 


Where do the auditors come from in this organization for effective 
auditing? In what proportions should different elements of the staff 
be maintained? Here again much seems to depend on the conditions 
applicable to the particular company. 

The general auditor of a company operating three or four very 
large manufacturing plants, where a resident audit staff was required 
in each plant as well as in the main office, has experienced no difficulty 
in recruiting to the audit staffs whenever necessary the more 
outstanding men from the plant and main office accounting and cost 
accounting staffs. Others have had little success with this method, 
while still others feel that about half their audit staff recruits should 
come by this route and half from employment of auditors who have 
gained their experience as senior auditors elsewhere. 


Some companies employ nothing but seniors on their staffs. Others 
prefer to have as many juniors as seniors so that assignments can be 
made to teams of pairs, with a junior to do some of the detail work and 
with the further thought that though not perhaps working as efficiently 
in pairs this factor is more than offset by the fact that company on an 
assignment and opportunity to talk over problems of the assignment 
make for more effective work in the long run. 


One company has what it believes to be a most effective means of 
audit staff recruitment which is at the same time an important adjunct 
to the company’s training program and what might be called a world- 
beater for getting what most agree is a highly desirable feature in the 
auditing department organization, that is, a fairly steady flow of new 
blood through the department. This auditing department's staff consists 
of a large proportion of men who are borrowed, lend-leased, for a period 
of two years from the field organization. The auditing department 
manager has been able to convince these men, and the field executive 
involved, that two years in the auditing department will be the best 
training possible for their development and advancement. It is the aim 
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that the men be returned at the close of the training period to a job in 
their former organization one or two grades better than the job they 


left. 


Experience to date under this plan is felt to have been quite suc 
cessful, from the standpoint of the men, the auditing department and 
the field organizations. Some unusual talent has been discovered and 
added to the main office organization and men returned to the field 
organizations appear to be developing rapidly under the impetus of the 
broad knowledge gained of the company’s operations during their ser 
vice in the auditing department. 


While the men selected for this training period in the auditing 
department generally have had little or no auditing experience, they 
each have had accounting or operating experience that assures their 
being useful members of the staff. Assignments are handled by teams 
of three men, making possible some specialization in the work on partic 
ular assignments and providing opportunity as well for the trainees to 
work with and learn from others and, generally, to be in charge of at 
least one or more assignments before completing their training period 


The immediately preceding remarks have given some indication 
of the various possibilities as to the location and composition of the 
auditing department staff. These matters have a bearing on the in 
ternal organization, supervision and control of the audit staff. Further 
lirect remarks on this subject will be limited to two matters that seem 
to me to be particularly important. 


First, the preparation of an annual agenda or program of audits 
takes a top place when considering the mechanics of internal audit 
supervision. Well organized audit departments include on the agenda 
for the coming year not only all the assignments considered necessary, 
but also who will cover the assignments, when each assignment will 
start and when it will be completed. The individual assignments and 
dates naturally are quite tentative and subject to such change as be 
comes necessary. Companies that have a particularly difficult time 
in actually keeping to the schedule due to unpredictable factors inherent 
in the work find it especially important to prepare a schedule so that 
the agenda will give advance information as to the need for adjusting 
the staff and the year’s program to a practicable basis. And during the 
year when the schedule gets out of gear the planning already done can 
be a basis for adjusting the schedule and covering the “must” part of 
the program with a minimum of confusion. I noticed one company’s 
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agenda that was on a June to June basis, a plan that would seem to 
have some advantages from the standpoint of avoiding the busiest time 
of the year for planning and of making audit assignments at a time 
when vacation plans have become known. 


The other topic under audit department supervision and control 
that I feel warrants special attention, because attention to it will solve 
a number of other problems of supervision and control, is that of bud- 
geting time for the planning or staff functions in the department 


From the viewpoint of the company as a whole the entire auditing 
department carries on a staff function. But within the auditing depart 
ment the time spent on audit assignments may be viewed as line opera 
tions and the various matters that have to be handled in arranging 
and maintaining a flow of well-directed, successfully completed as 
signments can be viewed as staff work, where the internal auditor dele- 
gates part of it to an assistant department manager or to staff assistants. 
A clear view of the matter is perhaps best obtained by study of 
the organization of a large internal audit department; but the problem 
is present and a solution similar in principle is possible even with the 
small department. 


Though the management principle is elementary and well known, 
it is not always easy to put it into practice. When the audit schedule 
is lagging it is difficult to take time out or have a senior auditor take 
time out to study some parts of the audit program and procedure. Yet, 
if this had been done a year ago the program and procedure might have 
been cut and revised so that now the schedule would be up to date and 
a man could easily be spared to review the same or other parts of the 
audit program and procedure with a view to introducing more con- 
structive work, work that will be remembered by the local manage- 
ment, and main office management, for something other than the fact 
that the auditors have come and gone. 


Similar circumstances have undoubtedly in some instances pre- 
vented and delayed making adequate provision for the staff function in 
internal audit departments but, judging from INnstrruTe literature and 
my discussions with internal auditors, many well organized internal 
audit departments make specific provision for the staff function and 
bear testimony to its benefits. Among the benefits may be listed such 
things as — auditing instructions covering all assignments, not just 
some of the assignments, with adequate provision for periodic review 
and revision; attention to such matters as standardization of working 
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papers; closer coordination with the public accountant’s work; more 
attention to development of the constructive or operating phases of the 
auditing program; better ability to handle in the department important 
special investigations that from time to time come to the internal audit 
department that has demonstrated ability in this connection; and time 
for the internal auditor to give proper attention to work on top manage- 
ment committees and otherwise to lend his experience and the facili 
ties of his department to the solution of major problems of the business. 


One problem that usually arises in comparing the organizations of 
iuditing departments one with the other, or with someone’s conception 
of an ideal organization, is that of the various functions which are more 
or less frequently attached to the auditing department which with vary- 
ing degrees of certainty can be said to be non-related functions. 


For example, discussion within the forums of Tue INstiruTe or 
INTERNAL Auprrors has been generally to the effect that modern in 
ternal auditing, as such, is a post-audit function having no part in the 
day to day accounting, with the routine review or auditing of current 
vouchers being considered as properly a part of the internal control in 
the accounting department. Some internal auditors, or general audit 
ors, as they are often called in such cases, apparently convinced of the 
validity of the principle and of its applicability to their situation have 
admitted with due apology to having in their department a group that 
currently checks or audits the vouchers, asserting at the same time that 
the practice is a carry-over from earlier days and one which they ex 
pect to or would be glad to change. On the other hand some internal 
auditors, perhaps agreeing, perhaps not agreeing, with the principle, 
point with pride to the advantages to their company in maintaining 
in the auditing department a current audit of vouchers. 


Less frequently encountered and in a somewhat different class 
are the cases where the auditing department is called the audit and sys 
tems department or simply the audit department but with responsibility 
for systems and methods nevertheless; or where the auditing depart 
ment has a division that is responsible for the company’s plant and 
property records with a complement of property inventory men; or 
where a bank’s auditing department may have a division that handles 
all routine complaints and adjustments with depositors and customers. 

Often it appears in such cases that the adjunct to strictly auditing 
functions has been acquired by the auditing department because of its 
initiative in straightening out an unsatisfactory condition, because of 
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men of the required ability being in the auditing department, or be- 
cause for other reasons the auditing department seemed to be the logical 
one to handle the function. Also, it not infrequently appears that the 
auditing department derives a certain amount of deserved prestige from 
the handling of the adjunct function, and thereby, greater opportunities 
to further the usefulness to the company of the strictly auditing func- 
tions. 


The question of effective organization in these cases is, of course, to 
be determined primarily on the basis of the facts of the particular case, 
but with due regard for certain underlying principles, including: 


1. The adjunct function should not in any way interfere or con- 
flict with the primary function of auditing. For example, a systems and 
methods division that was primarily a service group to help carry out 
systems and methods changes on which the decision as to the change 
rested with a committee or another department might not be considered 
to impair the auditing department’s independence in the review of the 
company’s procedure, while the contrary view might be held if the 
auditing department through its systems and methods division was 
directly responsible for the prescribed systems and methods. 


2. The adjunct function should be recognized as such, and to the 
extent feasible, handled by separate employee groups in the depart 
ment. 


5. The benefit to the company in having the adjunct function 
handled by the auditing department should be periodically reviewed 
in the light of current conditions. For example, the special qualifica 
tions of the auditing department for handling the function may no 
longer be apparent, or the abilities and time originally available for 
the function may now be spread too thin. 


To return to auditing fundamentals, the internal auditor’s report, 
the final scene in the play, requires little comment from the standpoint 
of organization that has not already covered inferentially in discussing 
reporting responsibility and the importance of adequate provision for 
the staff function in the audit department organization. Brief con 
sideration of two unusual methods of follow-up on audit findings will 
be of interest in this connection, as thought-provoking even though not 
generally considered applicable to the usual situation. 


The usual methods for trying to assure appropriate attention to and 
action on the audit results and recommendations include of course 
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the preparation of suitable reports, with copies to responsible and inter- 
ested executives, with emphasis sometimes given through bringing mat- 


ters of special importance to the attention of management at the higher 
levels. 


A large financial institution follows the following procedure: 
Copies of all audit reports containing exceptions and comments on the 
records or conduct of affairs in the branch or department audited are 
placed before the organization’s operating committee, a committee of 
key executives charged with responsibility second only to the president 
and the board of directors. At the same meeting at which the operating 
committee considers the audit report it considers the reply or comment 
of the branch or department manager. The minutes of the meeting 
abstract the audit report exceptions and the reply, and record the rec- 
ommended disposition of the matter, together with instructions to the 
secretary of the committee to transmit to the department manager the 
committee’s dissatisfaction with the conditions found, where this is the 
feeling of the committee. The minutes of the committee do not be 
come official until the president has read and initialed the minutes. 


An oil company having an audit staff covering all states east of the 
Rockies makes a regular practice of holding a conference requiring a 
half-day to a full day in the main office of the marketing area under 
audit. The conference is attended by the audit department manager or 
assistant manager and corresponding representatives of the home office 
accounting, marketing and operating departments, and by the respon 
sible marketing area field executives. The audit report is a summary 
of the matters discussed at the audit conference. The audit has usually 
been in progress about two months with an assigned crew of three men, 
and some of the matters discussed and decided at the audit conference 
have been the subject of interim memoranda prepared and distributed 
during the course of the examination. 


In concluding my remarks, though the topic is not directly in point 
with my subject, I would be derelict in my duty as a representative of 
Tue INstiruTe oF INTERNAL AuprTors were I not to bring to the at 
tention of this forum the keen interest of Tue Instrrure in cooperating 
with educational institutions. Almost from organization, committees 
have been reviewing or preparing courses in internal auditing, and 
with chapters now in nearly all sections of the country and two in Can 
ada we are in a position to extend our cooperative efforts. In fact sev 


eral chapters have already been responsible for giving lecture courses 
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in interna. auditing at university schools of business. The Educational 
Committee of the national organization has undertaken to start this 
year an active program of cooperation with the American Accounting 
Association. One of Tue INstirure’s organizers wrote the first com- 
prehensive volume on internal auditing,* a publication which gave 
tremendous impetus to growing interest in the subject. 

This emphasis on educational activities in THe INstrrure’s nation 
al and local organizations derives from the thought that interest in the 
education of its future members is one of the prerequisites for a well 
established professional status, and from the realization that in the long 
run the solution to the problem of the availability of capable internal 
audit staff men rests with the colleges and universities and that internal 
auditing, to get and keep its share of the qualified manpower, must 
exert itself to interest young men in the profession in their formative 
years. 

And may I say also that cooperative effort in the educational field 
is only one of a number of activities that Tue INstirure or INTERNAL 
Auprrors has undertaken and is carrying on. Forums are provided 
throughout the country for discussion of new techniques and new ap 
proaches to enable internal auditors to keep abreast of developments in 
their rapidly broadening field. Publications of books and a periodical 
are serving a similar purpose. Through joint participation in_ this 
organization internal auditors have a means beyond their individual 
powers for bringing about a realization in the business world generally 
of the important uses some businesses are making of modern internal 
auditing, and of the still untapped possibilities awaiting development. 


Perhaps there is some merit in this thought. A world almost per 
suaded to give up a considerable measure of national independence, in re 
turn for a system of collective security which relies on control of atomi« 
energy and armaments through independent audit and inspection of 
each nation’s mines, supplies and facilities, will not fail to note the 
importance to a business organization of a means for control within 
such organization that relies on the audit, inspection and reporting of a 
specially trained unit that is independent of the several operating de 
partments of the business. In any event the already wide acceptance 
of this viewpoint provides a real start toward — Organization for Effec- 
tive Auditing! 


*Internal Auditing, Victor Z. Brink, 1941, Ronald Press 








INDUSTRIES COMMITTEE 


A. L. SIMPSON, Chairman 


ANY Internal Auditors have recognized their accounting pro- 

cedures need to be revised to meet changed conditions. Some 
procedures are being simplified and a constant check is also being made 
of company policies. 

Management type of Internal Auditors are always alert to pro 
vide adequate safeguards and improve methods to meet present day 
conditions. 


The many requests submitted to the committee for information 
this year indicate our members are giving serious attention to manage 
ment problems. 

Here are some interesting requests received from some of our 
members: 

1. Do you use tabulating equipment for payroll, cost accounting, 

stock records, etc.? Is this work centralized or de-centralized? 
2.a.Do you require a receipt from employees for wages paid by 

check, other than endorsement? 

b. Do you pay hourly rated employees on company time? 

c. What form of identification is required before delivery of pay 
check to employee? 

5. We are starting an internal audit department and would like 
information covering number of people required, how the 
department operates, and extent of responsibility. 

4. What permanent records are maintained of motor and car 
serial numbers? 

5. Would like internal audit procedure covering construction 
contracts on a cost-plus fixed-fee basis. 


6. How do you handle unauthorized cash discounts taken by 
your customers? 


These requests are listed to show you how some members are 
using the service provided by this committee. Make a survey of your 
situation, find out where we can help you, and then call on us. 
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CHARLES A. TERHUNE 
Prudential Insurance Company 


RALPH PATERSON TESTER 
Lever Brothers & Unilever Ltd. 


ELTON H. THURAN 


National Malleable & Steel Castings Co. 


THOMAS J. TOWEY 
Gibraltar Warehouses 
KENNETH W. TUCKER 
First Central Trust Company 
ROBERT E. VALADE 
Beauty Counselors, Inc 
ALBERT H. VAN GELS 
Niedringhaus Metal Products Company 
M. F. VAUGHN 
International Milling Company 


S. H. VOGELPOHL 
The City Ice and Fuel Company 


J. RUSSELL WALSH 
Paul Sachs Originals, Inc 


CLARENCE D. WEIMER 
Gulf Oil Corporation 


“ 
wr 


ERNEST J. WHITE 
A. P. Green Fire Brick Co 
JOSEPH NEAL WHITE 
Pittsburgh Steel Company 
WILLIAM RICHARD WHITE 


War Assets Corporation 


ROBERT LYLE WILLIAMS 
Lybrand, Ross Bros. & Montgomer) 


BRUCE C. WILLIS 
Shell Oil Company of Canada Ltd 


AUSTIN A. WILSON 
Pillsbury Mills, Inc 


WILLIS T. WINDLE 
The National Supply Company 
C. A. WINDT 
Ford Motor Company 


THOMAS B. WISEMAN 
Occidental Life Ins. Co. of California 


W. A. WOOTTEN 
Dupont Compan) 


WALTER WRIGHTSON 
semis Brothers Bag Company 


C. STANLEY ZALEWSKI 


Walgreen Co 


BUSINESS AFFILIATION CHANGES 


BERT ANSPON 
American National Bank and Trust Co 
ELGIN E. ASBURY 


Public Accountant 
(Own Business 


EDWARD J. BOEHMER 


Paymasters, Incorporated 
JOHN F. BURKE 
Diesel Marine and Equipment Corp 
JOHN T. S. BYRNE 
U.. 8. Steel Corporation of Delaware 
THOMAS REGINALD CLOAKE 


Fedde and Company 


HARRY DE BOTH 


National Audit Company 


ED HALI 


Atomic Energy Commission 


ROBERT H. KOFF 
Fairchild Personal Planes Division 


ROBERT N. ROSE 
The Equitable Life Assurance Society 


MARTIN A. SAMUELSON 


Paul R. Stevenson and Associates 


ERNEST BYRON WHITE 
The Brooklyn Wine and Spirits Inc 


RICHARD A. WIERSTEINER 


R. A. Wiersteiner and Company 
I 


J DOI GI AS YERGER 
Schlippert Field and Company 























The Internal Auditor 


TRANSFERS 


from Junior to Member 
LEONARD H. BEST, Dayton Chapter 


from Associate to Member 
JAMES ALEXIS, Detroit Chapter 
ARTHUR J. STILLMAN, Chicago Chapter 
JOHN F. BURKE, New York Chapter 


RESIGNATIONS 
G. 0. THORNLEY C. E. MOQUIN 
H. E. THOMAS D. CAMPEAU 
ROBERT L. THOMPSON J. B. SIMMONS 
GEORGE E. ROHRMAN L. H. HAMMERSTROM 
ALFRED W. MURDOCK DWIGHT L. DAVIDSON 
B. L. LYNCH ARNOLD O. WOLFE 
WENDELL H. MILLS W. A. CLEARY 
ARCHIE D. SMITH WILLIAM A. SUNSTRUM 
E. W. FOSTER G. GLEN HURNS 
CLEMENT L. STANFORD THOMAS W. SAMPSON 
E. H. BUNNELL LAWRENCE BARNES 
J. A. QUEVILLON WILLIAM ELDO GROB 


Requiescat in Pace 
L. K. LACEY 








EMPLOYMENT SECTION 


E Employment Section is intended to be of assistance 

to InstrruTre members desiring to make new connec- 
tions and to companies having internal auditing positions 
available. The names of interested members or of com- 
panies requesting space in this section will remain anony- 
mous, if desired. 


All communications should be addressed to The Secre- 
tary—Tue Instirute or [nTrernaL Auprrors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 











POSITIONS WANTED 


CHIEF ACCOUNTANT — Age 4%, 
twenty years’ experience with large 
wholesale house, with extensive knowl 
edge of auditing procedures, desires 
position as resident or traveling internal 
auditor, in Southwestern region, Color- 
ado or New Mexico preferred. Excel- 
lent references. Twe or three months’ 
notice to present firm desired. Address 
Hubert Sheriff, 17 Douglas Crescent, 
Toronto 5, Ontario, Canada. 
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Publications of The Institute of Internal Auditors 





“Internal Auditing—Now and After The War” 
PAPERS AND DISCUSSIONS ot the 
THIRD ANNUAL CONFERENCE OF THE INSTITUTE 
OCTOBER 9 "5 10, 1904 


rn eens ane Goa’ include-The aves 
Ere ate eee 
unis tote te eis 
ped, and 


eee ees 





pants $1.75 


“Internal Auditing Philosophy and Practice” 
Edited by CHARLES J. FUE 
General Auditor, Brooklyn Union Gas Company 

AS§& ium of Pa and Addresses presented during the 

1942-1943 Season of Tue InstrruTe or TF omg AUDITORS. 
THIS VOLUME COMPRISES SIX PARTS: 

1. INTERNAL AUDITING TECHNIQUES . INTERNAL AUDITING AND THE 

ITIES AND EXCHAN 


GE 
ll. INTERNAL AUDITING AND COMMISSION 
MANAGEMENT . INTERNAL AUDITING AND WAR- 
TIME PROBLEMS 





INTERNAL AUDITING AND INTERNAL AUDITING AND THE 
FUTURE 


operation of the 
peppoasnip of Internal Auditing to 





“Internal Auditing: A New Management Technique” 


Edited by JOHN B. THURSTON 
ow volume contains 462 pages divided into 
It contains outstanding essays. outspoken discussions and valuable 
ideseuban coveted Wik abies of medean taterndl ending. 





“Managerial Control Through Internal “uditing” 
Prepared by The Research Department of 
THE INSTITUTE OF INTERNAL AUDITORS 
Mea = Le meget wt, Aasdiing Bee lies in the area of management control. 
de bus 








*perlgction of ey! tier, cont operational 


book consis engists of six ce Th Paces coe Anditing, 
5) e ¥ 
on +; The p-t Auditin: 
ag hy Flaws @ the Intern 
be VIL. Co-ordina- 
Price $1.50 


Order from your favorite bookseller or directly from 
BROCK and WALLSTON; Publishers, 39Atlantic St., Stamford, Conn. 
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